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The following releases relate to self-regulatory 
rule proposals and/or adoptions 


34-15837 34-15858 


34-15834 


33-6069 Withdrawal of a rule proposal con- 
cerning public availability of staff 
letters of comment and corre- 


spondence with the Commission. .. 


34-15838 Proposal to amend requirements 
applicable to the filing by self- 
regulatory organizations of pro- 
posed rule changes and other mate- 
rials with the Commission 


34-15939 Delegation of Authority to the Di- 
rector of the Division of Market 
Regulation, authority to extend the 
period for Commission action on 
proposed rule changes filed by self- 
regulatory organizations. .......... 


34-15867 Adoption of amendments to the Lost 
and Stolen Securities Program 
which establish registration provi- 
sions for all reporting institutions 
subject to Section 17(f) (1) of the 
Securities Exchange Act of 1934, 
except brokers and dealers whose 
only business is conducted on a na- 
tional securities exchange and who 
do not conduct a public business, 
and brokers and dealers who limit 
their business to sales of variable 
contracts or limited partnerships. ... 
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SECURITIES ACT OF 1933 





SECURITIES ACT OF 1933 
Rel. No. 6069/May 23, 1979 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Rel. No. 21059/May 23, 1979 


INVESTMENT CO. ACT 1940 
Rel. No. 10706/May 23, 1979 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15861/May 23, 1979 


TRUST INDENTURE ACT OF 1939 
Rel. No. 526/May 23, 1979 


INVESTMENT ADVISORS ACT OF 1940 
Rel. No. 676/May 23, 1979 


WITHDRAWAL OF RULE PROPOSAL CON- 
CERNING COMMISSION RECORDS AND IN- 
FORMATION 


AGENCY: Securities and Exchange Commission. 
ACTION: Withdrawal of proposal. 


SUMMARY: The Commission is withdrawing a 
proposed rule concerning the public availability of 
staff letters of comment and correspondence with 
the Commission. It has now concluded that a rule 
applicable to a broader range of materials may be 
more appropriate. 


DATE: May 23, 1979. 


FOR FURTHER INFORMATION CONTACT: 
James H. Schropp, Assistant General Counsel, 
Office of the General Counsel, Securities and Ex- 
change Commission, Washington, D.C. 20549 
(202) 376-3561. 


SUPPLEMENTARY INFORMATION: In January 
1975, the Commission published for comment a 
proposed rule concerning the public availability of 
staff letters of comment and correspondence with 
the Commission [Securities Act Release No. 5561, 
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1/24/75; 40 FR 4944, 2/3/75]. While that proposal, 
and the comments received in response thereto, 
have been periodically reviewed by the staff, the 
Commission has now concluded that a rule appli- 
cable to a broader range of materials may be more 
appropriate. In addition, the recent Supreme Court 
decision in Chrysler Corp. v. Brown, ____ U.S. 
___. (No. 77-922, April 18, 1979), has provided 
some guidance with respect to requests for confi- 
dential treatment for records submitted to or ob- 
tained by the Commission. The Commission be- 
lieves that a new rule proposal could be developed 
which better reflects these procedural concerns. 


Accordingly, the Commission has determined to 
withdraw the rule proposed in Securities Act Re- 
lease 5561. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





May 23, 1979 


SECURITIES EXCHANGE ACT OF 1934 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 15711A/May 23, 1979 


Administrative Proceeding File No. 3-5703 
In the Matter of 

J. MILTON NEWTON INCORPORATED 
8-19068 


JOHN MILTON NEWTON 


CORRECTION FOR THE SEC DOCKET 


Due to error in the printing of Docket Volume 17 
No. 4 dated April 24, 1979 a portion of this release 
was omitted. 





For purposes of the SEC Docket, below is listed 
the omitted language which should appear on 
page 252 of the SEC Docket for the above date: 


“a. JMN will implement and maintain 
procedures to insure compliance 
with all rules and regulations relating 
to the operations of a broker-dealer 
and” 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15833/May 21, 1979 


An order has been issued granting the application 
requesting withdrawal of the common stock ($1.00 
par value) of ELCOR CORPORATION from listing 
and registration on the American Stock Exchange, 
Inc. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15834/May 18, 1979 


NOTICE OF FILING OF PROPOSED RULE 
CHANGE BY THE STOCK CLEARING CORPO- 
RATION OF PHILADELPHIA (File No. SR-SCCP- 
-79-5) 


The Stock Clearing Corporation, Inc. (SCCP), 
submitted on April 30, 1979, a proposed rule 
change, pursuant to Rule 19b-4 under the Securi- 
ties Exchange Act of 1934, revising its procedures 
dealing with disciplinary action against members 
delinquent in paying dues, fees, fines and other 
SCCP charges. Presently, SCCP imposes a late 
charge when members have not paid within thirty 
days, and the Board of Directors may take disci- 
plinary action when members are delinquent for 
ninety days. The proposed rule change would re- 
quire a member to appear before the Board and 
show cause why he should not suffer disciplinary 
action at the same time the late charge is im- 
posed. 


Publication of the submission is expected to be 
made in the Federal Register during the week of 
May 21, 1979. Interested persons are invited to 
submit written data, views and arguments con- 
cerning the submission within twenty-one days 
from the date of publication in the Federal Regis- 
@:. Persons desiring to make written submissions 

should file six copies thereof with the Secretary of 


the Commission, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. 
SR-SCCP-79-5. 


Copies of the submission, with accompanying 
exhibits, and of all written comments will be avail- 
able for public inspection at the Securities and Ex- 
change Commission’s Public Reference Room, 
1100 L Street, N.W., Washington, D.C. Copies of 
the filing will also be available at the principal of- 
fice of the above-mentioned self-regulatory or- 
ganization. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15835/May 18, 1979 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock (par value $.50) of CANAVERAL 
INTERNATIONAL CORP. from listing and regis- 
tration thereon. 


SECURITIES EXCHANGE ACT of 1934 
Release No. 15836/May 18, 1979 


The Securities and Exchange Commission has or- 
dered the institution of public administrative pro- 
ceedings against First Jersey Securities, Inc. 
(“First Jersey”), a New Jersey broker-dealer reg- 
istered with the Commission and a member of the 
National Association of Securities Dealers, Inc., 
Robert E. Brennan (‘Brennan’), its president and 
major shareholder; John E. Dell (“Dell”), a vice- 
president, director, shareholder and branch man- 
ager; Anthony Nadino (‘‘Nadino’’), its principal 
trader and registered representative; Robert Santo 
(“Santo”), a registered representative and branch 
manager; Robert Berkson, a registered represen- 
tative; Peter J. Aiello (‘Aiello’) and Ralph Kat- 
zenstein (“Katzenstein’), former registered repre- 
sentatives and branch managers who are currently 
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employed as a registered representative with other 
registered broker-dealers. Sheldon Maschler 
(“Maschler’), a securities trader with a registered 
broker-dealer and Richard A. Geiger (“Geiger”), a 
securities trader with a registered broker-dealer. 


The proceedings are based on allegations by the 
staff that First Jersey, Brennan, Dell, Nadino, 
Santo, Aiello, Katzenstein, Maschler and Geiger 
wilfully violated and aided and abetted violations of 
the anti-fraud, registration, and reporting provi- 
sions of the Securities Act of 1933 (‘‘Securities 
Act’), as amended, and the Securities Exchange 
Act of 1934 (“Exchange Act’), as amended, in 
connection with the offer and sale of various OTC 
traded securities in which First Jersey was a 
market-maker. First Jersey, Brennan, Dell, 
Nadino, Santo, Aiello and Katzenstein are also 
charged with failure to reasonably supervise em- 
ployees of First Jersey to present the violations set 
forth above. 


Additionally, the order alleges that First Jersey 
wilfully violated and Brennan aided and abetted 
violations of the recordkeeping requirements ap- 
plicable to registered broker-dealers under the Ex- 
change Act. 


A hearing will be scheduled by further order to 
take evidence on the staff's allegations and to af- 
ford the Respondents an opportunity to establish 
any defenses thereto for the purpose of determin- 
ing whether any action of a remedial nature should 
be ordered by the Commission. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15837/May 18, 1979 


In the Matter of 


PROPOSED RULE CHANGES SUBMITTED BY 
BOSTON STOCK EXCHANGE, INC., 


(File No. SR-BSE-78-4) 
NEW YORK STOCK EXCHANGE, INC. 
(File No. SR-NYSE-77-33), 
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PHILADELPHIA STOCK EXCHANGE, INC. 
(File No. SR-PHLX-77-15, 


Amendment No. 2) 


ORDER APPROVING RULE CHANGES SUB- 
MITTED BY THREE NATIONAL SECURITIES 
EXCHANGES AMENDING CERTAIN OF THEIR 
TRANSACTION COMPLETION RULES. 


By letter dated September 27, 1977, the Commis- 
sion gave final notice under Section 31(b) of the 
Securities Acts Amendments of 1975 (‘1975 
Amendments’) to national securities exchanges 
and the National Association of Securities Dealers, 
Inc. (“NASD”) with respect to their transaction 
completion rules which do not comply with the Se- 
curities Exchange Act of 1934 (‘the Act’’) as 
amended. The notice requested those organiza- 
tions to submit proposed rule changes to conform 
to the Act or to submit further data, views or argu- 
ments explaining why such rules are in compliance 
with the Act. 


In response to this request, the self-regulatory or- 
ganizations submitted, pursuant to Rule 19b-4 
under the Act, proposed rule changes designed to 
conform certain of their rules to sections of the 
1975 Amendments relating to the comparison, 
clearance and settlement of securities transac- 
tions. On April 7, 1978, the Commission an- 
nounced the approval of one hundred and fifteen 
of these proposed rules changes which, among 
other things, eliminated references to an affiliated 
clearing agency in rules governing the completion 
of securities transactions. 


Several of the exchanges submitted further 
amendments to certain of their transaction com- 
pletion rules which, among other things, delete the 
references to the exchanges’ affiliated clearing 
agencies. Generally speaking, the organizations 
proposed to retain these rules (as amended) for 
application to transactions which are not cleared 
through registered clearing agencies. 


Notices of the proposed rule changes together 
with the terms of substance of the proposed rule 
changes were given by publication of Commission 
releases and by publication in the Federal Regis- 





ter.’ No letters of comment were received on the 
rules approved by this order. 


The Commission finds that the proposed rule 
changes are consistent with the requirements of 
the Act and the rules and regulations thereunder 
applicable to national securities exchanges, and in 
particular, the requirements of Sections 6, 11A and 
17A and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the following pro- 
posed rule changes? be, and hereby are, ap- 
proved: 


SR-BSE-78-4-Section 10 of Chapter V. 
SR-NYSE-77-33-Rule 200. 


SR-PHLX-77-15, Amendment No. 2—Rules 274, 
276, 301, 421 and 1050. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








1 SR-BSE-78-4, Securities Exchange Act Re- 
lease No. 14832 (June 6, 1978), 43 FR 25506 
(June 13, 1978) with a technical amendment sub- 
mitted on May 15, 1979; SR-NYSE-77-33, Secu- 
rities Exchange Act Release No. 14279 (De- 
cember 15, 1977), 42 FR 63979 (December 21, 
1977); SR-PHLX-77-15, Amendment No. 2, Se- 
curities Exchange Release No. 15045 (August 9, 
1978), 43 FR 36545 (August 17, 1978). 


2 The Commission’s order does not include all of 
the remaining proposed changes to the transaction 
completion rules submitted by the exchanges and 
the NASD in response to the Commission's Sep- 
tember 27, 1977 notice under Section 31(b). 
Those proposed rule changes, together with other 
transaction completion rules that were included in 
the September notice but have not been proposed 
for amendment, are under consideration. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15838/May 18, 1979 


FILINGS BY SELF-REGULATORY ORGANIZA- 
TIONS OF PROPOSED RULE CHANGES AND 
OTHER MATERIALS WITH THE COMMISSION. 


AGENCY: Securities and Exchange Commission. 
ACTION: Notice of proposed rulemaking. 


SUMMARY: The Commission is proposing to 
amend the requirements applicable to the filing by 
self-regulatory organizations of proposed rule 
changes and other materials with the Commission. 
The amendments are designed to simplify and 
clarify the requirements and to facilitate the review 
process. The principal proposals would (i) define 
the term “rule,” (ii) expand the categories of pro- 
posed rule changes that self-regulatory organiza- 
tions may designate for summary effectiveness, 
(iii) specifiy in greater detail the information that a 
self-regulatory organization must include in a pro- 
posed rule change filing, and (iv) require a regis- 
tered clearing agency to file with the Commission 
any materials that it makes generally available to 
its participants or to pledgees or to transfer 
agents. 


DATE: Comments must be received on or before 
July 31, 1979. 


ADDRESSES: Interested persons should submit 
six copies of their views and comments to George 
A. Fitzsimmons, Secretary, Securities and Ex- 
change Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be 
made to File No. S7-590. All submissions will be 
made available for public inspection at the Com- 
mission’s Public Reference Section, Room 6101, 
1100 L Street, N.W., Washington, D.C. 


FOR FURTHER INFORMATION CONTACT: 


Susan Davis, Esq. 

Office of Chief Counsel 

Division of Market Regulation 
Securities and Exchange Commission 
Washington, D.C. 20549 

(202) 755-7610 


SUPPLEMENTARY INFORMATION: 
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INTRODUCTION 


A. Statutory Requirements 


As amended by the Securities Acts Amendments 
of 1975 (the “1975 Amendments”),’ Section 19(b) 
(1) of the Securities Exchange Act of 1934 (the 
“Act’)? requires a self-regulatory organization? to 
file with the Commission each of its proposed rule 
changes,* accompanied by a concise general 
statement of the basis and purpose of the pro- 
posed rule change. Once a proposed rule change 
has been filed, the Commission is required to pub- 
lish notice of it and to provide an opportunity for 
public comment. The proposed rule change may 
not take effect unless it is approved by the Com- 
mission, or is otherwise permitted to become ef- 
fective, under Section 19(b).5 





’ Publ. L. No. 94-29 (June 4, 1975). 
215 U.S.C. 78s(b) (1). 


3 Section 3(a)(26) of the Act, 15 U.S.C. 78c(a) 
(26), defines the term “self-regulatory organiza- 
tion” to mean any national securities exchange, 
registered securities association, registered 
clearing agency or, for limited purposes, the 
Municipal Securities Rulemaking Board (“MSRB”). 


* Section 19(b)(1) of the Act defines the term 
“proposed rule change” to mean “any proposed 
rule or any proposed change in, addition to, or 
deletion from the rules of ... [a] self-regulatory 
organization.” In turn, Sections 3(a)(27) and 3(a) 
(28) of the Act provide, essentially, that the term 
“rules of a self-regulatory organization” means (i) 
the rules of the MSRB and the constitution, articles 
of incorporation, bylaws, and rules, or instruments 
corresponding to the foregoing, of any other self- 
regulatory organization and (ii) such stated 
policies, practices, and interpretations of a self- 
regulatory organization (other than the MSRB) as 
the Commission, by rule, may determine to be 
necessary or appropriate in the public interest or 
for the protection of investors to be deemed to the 
rules. 


5A self-regulatory organization rule change that 
has not become effective under Section 19(b) 
cannot be enforced by the self-regulatory organi- 
zation and would not provide any statutory basis 
for a good faith defense on the part of persons 
who reiy on that change. See Section 23(a)(1) of 
the Act, 15 U.S.C. 78w(a)(1). 
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Section 19(b)(2)® sets forth the standards and 
time periods for Commission action either to ap- 
prove a proposed rule change or to institute and 
conclude a proceeding to determine whether a 
proposed rule change should be disapproved. The 
Commission must approve a proposed rule 
change if it finds that the rule change is consistent 
with the requirements of the Act and the rules and 
regulations thereunder applicable to the self- 
regulatory organization proposing the rule change. 
If the Commission does not make that finding, it 
must disapprove the proposed rule change. 


Section 19(b)(3)” provides that, in certain circum- 
stances, a proposed rule change may become ef- 
fective upon filing, without prior notice and oppor- 
tunity for public comment. Paragraph (A) of Sec- 
tion 19(b)(3) permits certain types of proposed 
rule changes to take effect upon filing with the 
Commission after appropriate designation by the 
self-regulatory organization. Paragraph (B) per- 
mits the Commission to put a proposed rule 
change into effect summarily in circumstances 
where the Commission determines that the action 
is necessary for the protection of investors, the 
maintenance of fair and orderly markets, or the 
safeguarding of securities or funds. Paragraph (C) 
provides that any proposed rule change that has 
become effective under Paragraph (A) or (B) may 
be enforced by the self-regulatory organization 
only to the extent it is not inconsistent with the Act, 
the rules and regulations thereunder, and appli- 
cable Federal and State law. It also provides that, 
within sixty days of filing, the Commission may 
summarily abrogate a proposed rule change that 
becomes effective pursuant to Paragraph (A) or 
(B). 


Section 19(b)(4)® relates to the proposed rule 
changes of certain clearing agencies. It estab- 
lishes further procedures and standards for review 
of a proposed rule change of a registered clearing 
agency for which the Commission is not the ap- 
propriate regulatory agency.° 





6 15 U.S.C. 78s(b)(2). 
7 15 U.S.C. 78s(b)(3). 
8 15 U.S.C. 78s(b)(4). 


%See Section 3(a)(34)(B) of the Act, 15 U.S.C. 
78c(a)(34)(B). 





B. Administration of Section 19(b) 


@ srory after the above statutory provisions be- 
came effective in June of 1975, the Commission 
adopted rule 19b-4 and related Forms 19b-4A 
and 19b-4B,'° to establish procedures for self- 
regulatory organizations to file proposed rule 
changes and stated policies, practices, or in- 
terpretations not deemed to be rules.'' The Com- 
mission adopted rule 19b-4 and the related forms 
without prior notice and opportunity for comment in 
view of the need to provide, as promptly as possi- 
ble, an orderly procedure for consideration of pro- 
posed rule changes. At that time, however, the 
Commission requested interested persons to 
submit comments on Rule 19b-4 and on the re- 
lated forms.'? The commission also stated that it 
intended to review the operation of the rule and 
forms with a view to improving and simplifying their 
requirements. 


During the more than three and one-half years that 
have passed since the adoption of Rule 19b-4, the 
Commission has received a number of comments 
on Rule 19b-4'3 and has gained considerable ex- 





1017 CFR 240.19b-4, 249.819a, and 249.819b. 


11 Securities Exchange Act Release No. 11604 
(Aug. 19, 1975), 40 FR 40509 (Sept. 3, 1975). 


12 Jd. 


13 The Commission received comments from the 
American, Cincinnati, New York, and Pacific Stock 
Exchanges, from Schiff Hardin & Waite (repre- 
senting at that time the Midwest Stock Exchange, 
Inc., Midwest Securities Trust Company, Midwest 
Clearing Corporation, Chicago Board Options Ex- 
change, Inc., and the Options Clearing Corpora- 
tion), and from Milbank, Tweed, Hadley & McCloy 
(representing The Depository Trust Company), 
Securities and Exchange Commission File No. 
S7-590 (‘File No. S7-590”). See a/so letters from 
Schiff Hardin & Waite to Andrew M. Klein (May 15, 
1978), and from The Depository Trust Company to 
Commissioner Karmel (July 26, 1978), File No. 
S7-590. 


In addition, on June 19, 1978, representatives of a 
number of self-regulatory organizations met with 
various members of the Commission and of the 

staff to discuss general problems related to the 
Oars of proposed rule changes. The New 


perience with that rule and related Forms 19b-4A 
and 19b-4B.'4 Both the Commission and the self- 
regulatory organizations have encountered prob- 
lems with the current procedures for review of pro- 
posed rule changes. The self-regulatory organiza- 
tions have objected to a number of matters, in- 
cluding (i) delays in the review of proposed rule 
changes, (ii) the definition of ‘‘stated policies, 
practices and interpretations deemed to be rules,” 
(iii) the requirement that stated policies, practices 
and interpretations not deemed to be rules be filed 
on Form 19b-4B, and (iv) the Commission's use of 
the Federal Register for publication of notice of 
filing of a proposed rule change. 


Some difficulty was to be expected in administer- 
ing the rule review process under the new stand- 
ards of the Act, as amended by the 1975 Amend- 
ments. It appears that a number of self-regulatory 
organizations were uncertain as to the limits im- 
posed by the Congress on their ability to adopt 
rules and sought to define those limits through the 
rule review process. The Commission and its staff 
were faced with the task of interpreting the sub- 
stantive standards of the 1975 Amendments in the 
context of a large number of rule filings, many of 
which required several amendments to come into 
compliance with the Act. For those reasons, the 
process of reviewing and approving rule changes 
during much of the past three and one-half years 
has involved extensive discussion and consulta- 
tion between the Commission's staff and the staffs 
of the self-regulatory organizations. That process 
has unavoidably delayed approval of many rule 
changes. 


The principal problem that the Commission has 
encountered in administering Rule 19b-4, how- 
ever, is that many of the proposed rule change fil- 
ings that the Commission has received each year 
have been incomplete or, for other reasons, have 
not provided an adequate basis for Commission 





York Stock Exchange, Inc. (“NYSE”) subsequently 
submitted proposals to revise the procedures 
under Rule 19b-4. Letter from Donald Calvin of 
the NYSE to Commissioner Karmel (July 18, 
1978), File No. S7-590. 


14 Each year since 1975 the Commission has re- 
ceived approximately three hundred filings of pro- 
posed rule changes and stated policies, practices, 
and interpretations deemed not to be rules. 
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review. A substantial number of those filings have 
not responded appropriately to one or more items 
set forth in Form 19b-4A, particularly to the re- 
quirements for statements of the basis and pur- 
pose of the proposed rule change. The commis- 
sion has had to devote a considerable amount of 
its time and staff resources to obtaining necessary 
background information in order to determine 
whether a particular proposed rule change is con- 
sistent with the Act. In some cases, the Commis- 
sion’s staff has found it necessary to return filings 
that did not provide an adequate basis for Com- 
mission review. 


C. Proposed Program to Facilitate Review 


In light of the problems that both the Commission 
and the self-regulatory organizations have experi- 
enced with the administration of Section 19(b), the 
Commission is proposing a program to facilitate 
filing and review of proposed rule changes. The 
commission believes that many of the problems 
can be eliminated by increased cooperation and 
communication between the Commission and the 
self-regulatory organizations and other persons 
interested in the review process. It is soliciting the 
views of self-regulatory organizations and other 
interested persons as to how it may be more re- 
sponsive to the problems they have encountered. 
In addition, the Commission believes that the re- 
quirements applicable to the filing of proposed rule 
changes may need to be revised to facilitate the 
review process. Accordingly, the Commission is 
proposing certain changes in the existing require- 
ments. It invites comments on those proposals and 
suggestions as to any other changes that should 
be made to facilitate the filing and review process. 


The proposals are intended to clarify existing re- 
quirements and to eliminate any requirements that 
impose unnecessary burdens on self-regulatory 
organizations. The proposals include a definition 
of the term “rule,” which the Commission believes 
will clarify which actions are proposed rule 
changes. In addition, the proposals expand the 
categories of proposed rule changes that self- 
regulatory organizations may designate for sum- 
mary effectiveness and would encourage use of 
techniques permitting such effectiveness in order 
to reduce delays in the efforts of self-regulatory 
organizations to introduce new regulatory pro- 
grams. 


660/SEC DOCKET 


The proposals would also amend Form 19b-4A to 
clarify what information must be included in a rule 
change filing. These amendments are central to 
the Commission's program to facilitate the process 
of reviewing proposed rule changes since, if the 
Commission is to review proposed rule change fil- 
ings expeditiously, the filings must provide an 
adequate basis for that review. To permit the 
Commission to focus on filings that do provide an 
adequate basis for its review, the Commission is 
directing its staff to continue to return incomplete 
or defective documents sought to be filed under 
Section 19(b) of the Act. 


The program outlined above is discussed in detail 
in the remainder of this release,’ which consists 
of the following sections: 


|. CLARIFICATION AND REVISION OF FILING 
REQUIREMENTS 


ll. CONTENT OF PROPOSED RULE CHANGE 
FILINGS 


lll. DISCUSSION OF OTHER COMMENTS ON 
COMMISSION REVIEW OF PROPOSED 
RULE CHANGES 


IV. STATUTORY BASIS 


|. CLARIFICATION AND REVISION OF FILING 
REQUIREMENTS 


A. Proposed Definition of the Term “Rule” 


Both the Commission and the commentators have 
identified certain problems with the existing stand- 
ards for determining whether a particular self- 
regulatory action is a ‘proposed rule change.” The 
Commission is proposing a definition of the term 
“rule” that it believes will, in large part, eliminate 
those problems. As background for discussing that 
proposal, this section first reviews the existing 





15 In a separate release, issued today, the Com- 
mission also announced the adoption of a rule 
delegating to the Division of Market Regulation 
authority to extend the period for Commission ac- 
tion on proposed rule changes filed by the self- 
regulatory organizations. Securities Exchange Act 
Release No. 15839 (May 18, 1979). 





standards for determining which self-regulatory 
organization actions are proposed rule changes. 


As noted above, Section 19(b)(1) of the Act de- 
fines the term ‘proposed rule change” to mean 
“any proposed rule or any proposed change in, 
addition to, or deletion from the rules of ... [a] 
self-regulatory organization.” In turn, Sections 
3(a)(27) and 3(a)(28) of the Act provide, essen- 
tially, that the term “rules of a self-regulatory or- 
ganization” means (i) the rules of the MSRB and 
the constitution, articles of incorporation, bylaws, 
and rules, or instruments corresponding to the 
foregoing, of any other self-regulatory organization 
and (ii) such stated policies, practices and in- 
terpretations of a self-regulatory organization 
(other than the MSRB) as the Commission, by 
rule, may determine to be necessary or appro- 
priate in the public interest or for the protection of 
investors to be deemed to be rules. The Act does 
not define the terms “constitution,” “articles of in- 
corporation,” “bylaws,” “rules,” “instruments cor- 
responding to the foregoing,” or “stated policies, 
practices, or interpretations.” 


In adopting Rule 19b-4, the Commission provided 
guidance as to the meaning of the term ‘stated 
policies, practices, and interpretations’ and the 
various circumstances in which the Commission 
would deem stated policies, practices and in- 
terpretations to be rules. Paragraph (b) of Rule 
19b-4 provides that the term ‘‘stated policies 
practices and interpretations” includes: 


any material aspect of the operation of 
the facilities of the self-regulatory or- 
ganization or any statement made gen- 
erally available to the membership of, or 
all participants in, or persons having or 
seeking access (including, in the case of 
national securities exchanges or regis- 
tered securities associations, through a 
member) to facilities of, a self-regulatory 
organization, or to a group or category 
of such persons, establishing or chang- 
ing any standards or guidelines with re- 
spect to (1) the rights or obligations of 
such persons or, in the case of national 
securities exchanges or registered se- 
curities associations, persons as- 
sociated with such persons or (2) the 
application or interpretation of an exist- 
ing rule. 


Paragraph (a) of Rule 19b-4 provides that a stated 
policy, practice or interpretation shall be deemed 
to be a rule if: 


(1) action thereon by the members or by 
the board of directors, or similar gov- 
erning body, of such self-regulatory or- 
ganization is required under its constitu- 
tion, articles of incorporation, by-laws, 
rules, or instruments corresponding 
thereto, (2) a self-regulatory organiza- 
tion elects or is required, pursuant to its 
constitution, articles of incorporation, 
by-laws, rules, or instruments corre- 
sponding thereto, to treat it as a rule 
change hereunder, (3) it represents a 
change in, addition to, or deletion from a 
stated policy, practice or interpretation 
which the self-regulatory organization 
previously treated as a proposed rule 
change or (4) it requires a determina- 
tion, or affects a prior determination, 
pursuant to Rules 8c-1(g) or 
15c2-1(g).16 


Comments on the existing standards for deter- 
mining whether a particular action constitutes a 
proposed rule change have focused on the defini- 
tion of stated policies, practices and interpreta- 
tions. One commentator asserted that the descrip- 
tion in paragraph (b) of Rule 19b-4 of stated 
policies, practices and interpretations is too 
broad.'? A second commentator contended that 
the circumstances in which stated policies, prac- 
tices and interpretations are deemed to be rules 
should be revised to place more emphasis on the 
impact of the action on the persons the Act was 
intended to protect.’® Another commentator stated 





16 Those circumstances are, of course, not exclu- 
sive. For example, even if an action that was 
characterized by an exchange, association, or 
clearing agency as a stated policy, practice, or in- 
terpretation was not within paragraph (a) of Rule 
19b-4, it might nevertheless constitute an “‘instru- 
ment corresponding to the foregoing” within the 
meaning of Section 3(a)(27). 


17 Letter from Donald Calvin of the NYSE to Com- 
missioner Karmel (July 18, 1978), File No. S7- 
590. 


18 See Response of Schiff Hardin & Waite (Nov. 
14, 1975), File No. S7-590, suggesting that the 
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that the reach of paragraph (a) is too broad as it 
applies to clearing agencies,'? in that it provides 
that all stated policies, practices and interpreta- 
tions are to be deemed rules if they affect determi- 
nations under Rules 8c-1(g)?° or 15c2-1(g)?' 
under the Act. 


The Commission believes that the existing stand- 
ards may not provide sufficient guidance as to 
which self-regulatory actions are proposed rule 
changes. On several occasions the Commission 
has determined that self-regulatory actions that 
had been formally designated as actions other 
than rules, and accordingly had not been filed 
under Section 19(b), were in fact rules and could 
not take effect without compliance with that sec- 
tion.22 


In light of these problems, the Commission is 
proposing changes in the existing standards for 
determining which actions are rule changes. First, 
the Commission is proposing to delete the de- 
scription of stated policies, practices and in- 





Continued from preceding page 


Commission deem a stated policy, practice, or in- 

terpretation to be a rule if: 
[I]t represents action taken or proposed to be 
taken by the self-regulatory organization of gen- 
eral applicability and future effect which mate- 
rially affects the rights or obligations of mem- 
bers, participants, or persons having or re- 
questing access to services offered by the self- 
regulatory organization or a member thereof. 


18 Response of Milbank, Tweed, Hadley & McCloy 
(Feb. 25, 1976), File No. S7-590. 


20 17 CFR 240.8c-1(g). 
2117 CFR 240.15c2-1 (g). 


22 See, e.g., letter from the Commission to James 
E. Buck of the NYSE (Oct. 20, 1976), File No. SR- 
-NYSE-76-43; letters from Andrew M. Klein to 
Scott L. Lager of the Chicago Board Options Ex- 
change, Inc. (“CBOE”) (June 2, 1976) and from 
Lloyd H. Feller to Scott L. Lager (Sept. 6, 1977), 
File No. SR-CBOE-77-21; and letter from the 
Commission to Gordon S. Macklin of the National 
Association of Securities Dealers (“NASD”) (Feb. 
17, 1977), File No. SR-NASD-78-3. 
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terpretations deemed to be rules that is contained 
in paragraphs (a) and (b) of Rule 19b-4. Second, 
the Commission is proposing to define the term 
“rule” as used in Sections 3(a)(27) and 3(a)(28). 
That term would be defined in a new rule, pro- 
posed Rule 3b-7, to include: 


the whole or part of any statement or of 
any stated policy, practice, or interpre- 
tation (including any form, report, or 
questionnaire) 


(a) that is of general or particular 
applicability and future effect, 


(b) that is designed to implement, 
interpret, describe, or prescribe a re- 
quirement, procedure, definition, 
standard, guideline, policy, or any part 
of a corporate or financial structure or 
organization, and 


(c) that directly or indirectly affects the 
rights or obligations of any person or 
the conduct of business by any per- 
son; 


Provided, however, That the term “rule” 
shall not include any stated policy, 
practice, or interpretation with respect to 
an existing rule that is reasonably and 
fairly implied by that rule and that is not 
required under the rules of the self- 
regulatory organization to be approved 
by the governing body of the self- 
regulatory organization. 


Proposed Rule 3b-7 focuses on the substance 
and effect of a particular self-regulatory action, 
rather than on its formal designation.2° It is de- 





23 In recognition of the congressional view that 
rulemaking by self-regulatory organizations and 
agency rulemaking under the Administrative Pro- 
cedure Act are closely related, proposed Rule 
3b-7 is based, in large part, on the definition of 
“rule” in the Administrative Procedure Act. Section 
2(c) of the Administrative Procedure Act defines 
the term “rule” to mean “the whole or a part of an 
agency statement of general or particular applica- 
bility and future effect designed to implement, 
interpret, or prescribe law or policy or describing 





signed to simplify determinations as to which self- 
regulatory actions constitute proposed rule 
changes. It generally would not reduce the scope 
of that term.24 It would reach, among other things, 
any guidelines or standards that a self-regulatory 
organization employs in a determination to grant or 
to deny access to its facilities or services. It would 
also reach any advisory opinion or interpretation of 
a self-regulatory organization, including the 
MSRB, if the opinion or interpretation is not rea- 
sonably and fairly implied by an existing rule.25 In 
addition, it makes clear that the term “rule” may 
include, as is currently the case, a form, report, or 
questionnaire.26 





the organization, procedure, or practice require- 
ments of an agency and includes the approval or 
prescription for the future of rates, wages, corpo- 
rate or financial structures or reorganizations 
thereof, prices, facilities, appliances, services or 
allowances therefor or of valuations, costs, or ac- 
counting, or practices bearing on any of the 
foregoing.” 5 U.S.C. 551(4). 


24 For example, although proposed Rule 3b-7 
does not make specific reference to determina- 
tions pursuant to Rules 8c-1(g) and 15c2-1(g), 
these determinations would continue to be treated 
as proposed rule changes under Section 19(b). 


25 On several occasions, the Commission and its 
staff have considered the status under the Act of 
advisory opinions and interpretations of the MSRB 
and, in one instance, suggested to the MSRB that 
it file certain interpretations as proposed rule 
changes under Section 19(b). See Hearings be- 
fore the Subcomm. on Oversight and Investiga- 
tions and the Subcomm. on Consumer Protection 
and Finance of the House Comm. on Interstate 
and Foreign Commerce on the Functioning and 
Administration of the Securities Acts Amendments 
of 1975, National Market System and National 
Clearance and Settlement System, 95th Cong., ist 
Sess. 1027 (1977); and letter from Catherine 
McGuire of the Commission’s staff to Brent White 
of the MSRB (Apr. 7, 1977), File No. SR-MSRB- 
77-6. 


26 A requirement that persons complete a form, 
report, or questionnaire constitutes a rule since the 
requirement imposes an obligation on those per- 
sons; failure to file a required form, report, or 
questionnaire could lead to disciplinary action in 


The proviso in the proposed definition of “rule” is 
intended to provide guidance as to which pro- 
posed stated policies, practices, and interpreta- 
tions are rules. It excludes from the definition of 
rule any stated policy, practice, or interpretation 
with respect to an existing rule if that stated policy, 
practice, or interpretation meets two tests. First, it 
must be reasonably and fairly implied by that 
rule.27 


Second, the stated policy, practice, or interpreta- 
tion must be one that is not required under the 
rules of a self-regulatory organization to be ap- 
proved by the governing body of the self- 
regulatory organization. That limitation is de- 
signed, in part, to respond to the practice of the 
governing bodies of some self-regulatory organi- 
zations of adopting specific implementing rules 
and policies under a general rule approved by the 





the case of a member or participant or to restric- 
tions on access in the case of other persons. 
Moreover, required forms, reports, or question- 
naires may impose unnecessary or inappropriate 
costs or burdens. 


27 That test would not be met by interpretations 
such as those filed by the CBOE and other ex- 
changes concerning “front running’ that define 
conduct considered to violate the rules of the 
CBOE and other exchanges and, in so doing, pre- 
scribe extensive and specific limitations on par- 
ticular types of transactions and other conduct that 
are not reasonably and fairly implied by the text of 
the rules. See, e.g., File No. SR-CBOE-78-28. 


Furthermore, the proviso would not exclude from 
the definition of “rule” a stated policy, practice, or 
interpretation of a self-regulatory organization that 
implements a system if the policy affects the way 
in which members or others do business, or 
changes the manner in which such a system func- 
tions, in a way that is not reasonably foreseeable 
on the basis of the rule to which the stated policy, 
practice, or interpretation applies. See, e.g., SR- 
NYSE-76-9, -10 and -11 and SR-Phix-76-23 
and 78-15, which relate, respectively, to the NYSE 
Designated Order Turnaround and the Philadel- 
phia Stock Exchange Automated Communications 
Execution systems for order routing and execution. 
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membership.28 The Commission solicits comments 
on the appropriateness of the limitation, particu- 
larly with respect to self-regulatory organizations, 
such as the MSRB,?° whose governing bodies 
regularly review all interpretations. 


If the proposed definition of rule is adopted, stated 
policies, practices, and interpretations that cur- 
rently qualify for summary effectiveness under 
Paragraph (A) of Section 19(b)(3) and subpara- 
graph (d)(1), proposed to be redesignated as sub- 
paragraph (b)(1), of Rule 19b-4 would continue to 
do so. In addition, MSRB interpretations that would 
be deemed to be rules under proposed Rule 3b-7 
may qualify for summary effectiveness under Sec- 
tion 19(b)(3)(A) and proposed subparagraph (b)(1) 
of Rule 19b-4. 


B. Summary Effectiveness Under Section 
19(b)(3)(A) 


1. Expansion of Categories that May Be Desig- 
nated for Summary Effectiveness 


Currently, pursuant to paragraph (d) of Rule 
19b-4, a self-regulatory organization may desig- 
nate for summary effectiveness only proposed rule 
changes: 


(1) constituting a stated policy, practice 
or interpretation with respect to the 
meaning, administration, or enforce- 
ment of an existing rule, 


(2) establishing or changing a due, fee, 
or other charge, or 


(3) concerned solely with the adminis- 
tration of the self-regulatory organiza- 
tion. 


Several commentators suggested that the Com- 
mission consider exercising its rulemaking author- 





28 See, e.g., the NASD’s interpretation and policy 
statements relating to “free-riding,” advertising, 
and underwriting arrangements. NASD Manual 
(CCH) 42151. See also Article VII of the NASD’s 
By-Laws, NASD Manual (CCH) 91501 et seq. 


29 See paragraph (b) of MSRB rule A-8, MSRB 
Manual (CCH) 43036. See a/so note 45 infra. 
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ity under Paragraph (a) of Section 19(b)(3) of the 
Act to expand the categories of proposed rule 
changes that a self-regulatory organization may 
designate for summary effectiveness.°° The 
Commission believes that it may be appropriate to 
do so as long as any expansion is consistent with 
the congressional intent in giving the Commission 
rulemaking power under Paragraph (A) of Section 
19(b)(3). 


Section 19(b)(3)(A) provides that the Commission, 
by rule, may expand the scope of the summary 
effectiveness procedure if it determines that the 
expansion is consistent with the public interest and 
the purposes of Section 19(b). That section does 
not define further the Commission’s power, but it 
appears to the Commission that the Congress in- 
tended to establish in Section 19(b) an initial pro- 
cedural pattern and then to allow the Commission 
to vary that pattern, by rule, if the Commission be- 
lieved it appropriate in light of the public interest 
and the overall purposes of Section 19(b).*" 





30 See, e.g., letter from William Dentzer of The 
Depository Trust Company to Commissioner Kar- 
mel (July 26, 1978); letter from Donald Calvin of 
the NYSE to Commissioner Karmel (July 18, 
1978); and response of Milbank, Tweed, Hadley & 
McCloy (Feb. 25, 1976), File No. S7-590. 


31 The legislative development of Section 19(b) in- 
dicates that the Congress intended the Commis- 
sion to have rulemaking power that would be suffi- 
ciently flexible to permit it to carry out the overall 
purposes of its rule review. While the Senate ini- 
tially did not expressly provide for summary effec- 
tiveness otherwise than on a rule-by-rule basis, 
the Commission and several exchanges argued for 
greater flexibility. See National Securities Market 
System Act of 1973, Hearings Before the Sub- 
comm. on Securities of the Senate Comm. on 
Banking, Housing and Urban Affairs on S.2519, 
93d Cong., 1st Sess. 96, 565, 614 (1973). The 
Senate thereafter provided for limited rulemaking 
authority. See S.249, 94th Cong., 1st Sess. 
(1975), as introduced on Jan. 17, 1975, 121 Cong. 
Rec. 703 (1975). Ultimately, before the Senate 
passed S.249, the rulemaking authority was ex- 
panded to the current provision. See Securities 
Acts Amendments of 1975, Report of the Senate 
Comm. on Banking, Housing and Urban Affairs to 
Accompany S.249 (the “Senate Report’) S. Rep. 
No. 94-75, 94th Cong., 1st Sess. 233 (1975). The 





The Commission is proposing to adopt as an 
amendment to Rule 19b-4 a new subparagraph 
(b)(4) that would permit summary effectiveness for 
any proposed rule change that the self-regulatory 
organization properly designates as meeting the 
following two criteria: 


(i) by its terms, the proposed rule 
change does not become operative for 
60 days after filing with the Commission 
under Section 19(b)(3)(A) of the Act, 
and 


(ii) the proposed rule change is con- 
cerned solely with matters that were the 
subject of an exposure draft circulated, 
not less than 30 days before the date of 
the filing of the proposed rule change, to 
the Commission, to the appropriate reg- 
ulatory agency in the case of a regis- 
tered clearing agency for which the 
Commission is not the appropriate reg- 
ulatory agency, and to all members of, 
or participants in, the self-regulatory or- 
ganization and, in the case of the 
Municipal Securities Rulemaking Board, 
all municipal securities brokers and 
municipal securities dealers, and, during 
that 30-day period, made available on 
written request to other persons. 


The proposed category would permit the self- 
regulatory organization to put such proposed rule 
changes into effect more rapidly than frequently 
has been possible in the past. At the same time, 
there would be extensive public notice. In addition 
to the self-regulatory organization's 30-day pre- 
filing circulation, the Commission would publish 
notice of the proposed rule change both in the 
SEC Docket and in the Federal Register after the 
filing had been accepted. The Commission be- 
lieves that the 30-day circulation period, the SEC 
docket and Federal Register publications of notice 


and the 60-day period before the rule becomes 
operative®? would provide a meaningful opportu- 
nity for public comment and Commission review of 
the proposed rule change during the period before 
it would actually take effect.°° If a proposed rule 
change were materially altered after the proposed 
rule change had been filed, the 60-day preopera- 
tive period would begin to run again. 


Particularly in view of the more explicit require- 
ments proposed to be added to Form 19b-4A, dis- 
cussed subsequently in this release,** the self- 








House had continuously favored not requiring 
Commission approval before a self-regulatory or- 
ganization rule change could become effective, but 
acceded to the Senate’s ultimate formulation. See 
Securities Acts Amendments of 1975, Conference 
Report to Accompany S.249, Joint Explanatory 
Statement of the Comm. of Conference, H.R. Rep. 
No. 94-229, 94th Cong., 1st Sess. 99-100 (1975). 


32 See proposed Item 7 of Form 19b-4A, dis- 
cussed in text accompanying note 60 infra. 


33 The Commission would, of course, retain the 
power under Section 19(b)(3)(c) to abrogate any 
such proposed rule change at any time within 60 
days of the date the rule change is filed with the 
Commission. The Commission would be able to 
use that authority with respect to a proposed rule 
change filed under the new category if it concluded 
that the rule change raised issues that it could not 
resolve or fully analyze before the expiration of the 
60-day period. 


Certain rules adopted by the MSRB have the force 
of federal law pursuant to Section 15B(c)(1) of the 
Act. If rules to which Section 15B(c)(1) applies 
were filed under the proposed new subparagraph 
(b)(4) of Rule 19b-4, and if the Commission did 
not determine to abrogate them under Section 
19(b)(3)(C) of the Act, they would take effect with- 
out any formal Commission action. Nevertheless, 
the Commission believes that the provisions in the 
Act pertaining to the MSRB and its rules, together 
with the Commission’s power under the proposed 
procedure to review, and in appropriate cases to 
abrogate, those rules, before any prohibition they 
contain begins to apply, provide sufficient gov- 
ernmental oversight to avoid the constitutional 
problems, involving the delegation of governmen- 
tal power to nongovernmental agencies, that were 
presented in Schechter Poultry Corp. v. United 
States, 295 U.S. 495, 537 (1935). See also K. 
Davis, Administrative Law Treatise §§2.01—2.06, 
2.14 (1958) and authorities cited therein. Cf. R. H. 
Johnson & Co. v. Securities and Exchange 
Comm., 198 F. 2d 690, 695 (2d Cir. 1952), cert. 
denied 344 U.S. 855 (1952). 


34 See text accompanying notes 50-73 infra. 
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regulatory organization’s statements justifying the 
proposed rule change should afford a more ample 
basis for public comment and Commission review 
than has frequently been provided in the past. The 
proposed revisions to that form would require 
self-regulatory organizations to provide a detailed 
and specific explanation of any novel, unique, or 
complex legal or policy issues raised by the pro- 
posed rule change and of any significant impact it 
might have on persons affected.*> That explana- 
tion, together with the self-regulatory organiza- 
tion’s justification for the proposed rule change, 
would be included in the notice of the proposed 
rule change.*® 


The Commission anticipates that, together with its 
staff, it would review carefully proposed rule 
changes filed under the proposed new category. If 
the proposed procedure is adopted, the Commis- 
sion would direct its staff to review rule changes 
filed pursuant to the new category with the same 
degree of scrutiny as the staff currently applies to 
review proposed rule changes filed for review 
under Section 19(b)(2). In addition, the Commis- 
sion would direct its staff to reject inadequate fil- 
ings and, in the case of documents accepted for 
filing, draw specifically to the Commission's atten- 
tion any major policy issues that may necessitate 
the more elaborate procedure of Section 19(b)(2). 
As a result, the Commission believes it would be 
able to ensure that the new procedure would 
adequately accomplish the purposes intended by 
the Congress.°%” 





35 See proposed Item 7(c) of Form 19b-4A and 
discussion in text accompanying note 60 infra. 


36 See proposed Item III of Form of Notice, Exhibit 
1 to Form 19b-4A, and discussion in text preced- 
ing note 62 infra. 


37 Pursuant to Section 19(b)(3)(C) of the Act, a 
proposed rule change that became effective sum- 
marily under the new category would be enforce- 
able only to the extent that it was not inconsistent 
with the Act, the rules and regulations thereunder, 
and applicable Federal and State law. Under Sec- 
tion 23(a)(1) of the Act, a member of a self- 
regulatory organization who, in good faith, relied 
upon such a summarily effective rule would not be 
liable for any act done or omitted, even if that rule 
was thereafter amended, rescinded, or determined 
by judicial or other authority to be invalid for any 
reason. 
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At the same time, the Commission believes it may 
be in the public interest to limit the proposed cate- 
gory by explicitly excluding from its coverage rule 
filings that are, by their nature, likely to raise par- 
ticular kinds of problems. While the proposed pro- 
cedure could not be used for rule changes to 
which Section 6(e) of the Act®® would apply, the 
Commission requests comments as to whether 
other types of rules should also be excluded. For 
example, rules establishing disciplinary proce- 
dures or sanctions, or rules that limit or condition 
the ability of non-members or non-participants to 
obtain access to services offered by the self- 
regulatory organization, may be sufficiently likely 
to involve major policy issues and a need for 
explicit Commission findings to make summary 
effectiveness inadvisable. Commentators are re- 
quested to advise the Commission whether any 
such limitations (or other restrictions) on the pro- 
posed procedure would be appropriate. 


In addition, the Commission has received a 
suggestion that it add a category under Section 
19(b)(3)(A) to permit any proposed rule change of 
a registered clearing agency to take effect on filing 
if the clearing agency agrees to permit the Com- 
mission to abrogate the rule change at any time, 
whether within or without the 60-day abrogation 
period provided in Section 19(b)(3)(C).%9 In ex- 
plaining why it believes such an expansion would 
be appropriate, the commentator stated that the 
proposed rule changes of a registered clearing 
agency are basically operational or mechanical in 
nature and are not concerned with policy. The 
Commission invites comments on the appropriate- 
ness of such an expansion. 


2. Summary Effectiveness of Proposed Rule 
Changes Concerning Dues, Fees, or Other 
Charges 


As mentioned previously, subparagraph (d)(2) of 
Rule 19b-4, which was adopted under Section 





38 15 U.S.C. 78f(e). That section establishes pro- 
cedures for Commission review of any proposed 
rule change submitted by a national securities ex- 
change that would impose a schedule or fix rates 
of commissions, allowances, discounts, or other 
fees to be charged to members for effecting trans- 
actions on the exchange. 


39 Letter from William Dentzer of The Depository 
Trust Company to Commissioner Karmel (July 26, 
1978), File No. S7-590. 





19(b)(3)(A), permits proposed rule changes that 
establish or change a due, fee, or other charge to 
become effective upon filing. It does not distin- 
guish between charges levied on members and 
non-members of, or participants and non- 
participants in, a self-regulatory organization.*° 
Notwithstanding that fact, the Commission is an- 
nouncing that, as a matter of general policy, it be- 
lieves that a proposed rule change of a self- 
regulatory organization, other than the MSRB,*' 
that establishes or changes a due, fee, or other 
charge applicable to a non-member or non- 
participant should be filed for Commission review 
under the full procedures of Sections 19(b)(1) and 





40 An example of a charge imposed on non- 
members is a listing fee imposed by an exchange 
on non-member issuers. 


41 The Commission believes it appropriate for 
MSRB proposed rule changes that impose fees 
and charges on municipal securities brokers or 
municipal securities dealers to continue to become 
effective upon filing under Section 19(b)(3)(A). The 
MSRB does not have any “participants” or “mem- 
bers” (other than members of the MSRB itself). 


The Act and the MSRB’s rules specify that two- 
thirds of the members of the MSRB must be as- 
sociated with and representative of municipal se- 
curities professionals: one third must be as- 
sociated with and representative of non-bank 
municipal securities brokers and municipal securi- 
ties dealers and the other third must be associated 
with and representative of bank municipal securi- 
ties dealers. See Section 15B(b)(1) of the Act, 15 
U.S.C. 780-4(b)(1), and MSRB Rule A-3, MSRB 
Manual (CCH) §3011. In addition, municipal secu- 
rities brokers and municipal securities dealers are 
solicited for nominations for membership on the 
MSRB and have a right to petition for additional 
candidates for certain positions on the MSRB. Ac- 
cordingly, it appears that municipal securities 
brokers and municipal securities dealers have a di- 
rect voice in the selection of the membership of 
the MSRB. Moreover, unlike other self-regulatory 
organizations, the MSRB does not operate any 
ongoing enterprise, such as an exchange facility, 
in which a person may conduct one or more busi- 
nesses and may be subject to various competitive 
pressures. The fees and charges of the MSRB 
thus may have a lesser potential for an anticom- 
petitive impact than the dues, fees and other 
charges of other self-regulatory organizations. 


(2).42 If a self-regulatory organization other than 
the MSRB files a proposed rule change under 
Section 19(b)(3)(A)(ii) that establishes or changes 
a due, fee, or other charge applicable to a non- 
member or a non-participant, the Commission in- 
tends, unless unusual circumstances are present, 
to use its authority under Section 19(b)(3)(C) to 
abrogate that change and to require its refiling 
under Section 19(b)(1) for Commission action 
under Section 19(b)(2).4% 


The Commission is adopting this policy because it 
believes that notice and opportunity for comment 
are essential before a proposed rule change that 
establishes or changes a due, fee, or other charge 
applicable to non-members of, or non-participants 
in, a self-regulatory organization becomes opera- 
tive. Nonmembers or non-participants do not have 
a direct voice in the selection of the governing 
body of the self-regulatory organization proposing 
the rule change or in the administration of the or- 
ganization’s affairs. Currently, their first opportu- 
nity to comment generally occurs only after the 
proposed rule change has become effective under 
Section 19(b)(3)(A)(ii). The Commission's policy is 
intended to assure that these persons have a 
meaningful opportunity to comment before the ef- 
fective date of the proposed rule change. 


C. Proposed Rescission of Rule 17a-18 and of 
Form 19b-4B; Proposed Rule 17a-22 


In reviewing the requirements applicable to pro- 
posed rule changes of self-regulatory organiza- 
tions, the Commission has identified several re- 
quirements that may be duplicative or otherwise 





42 If the Commission expands the categories of 
rules that qualify for summary effectiveness to in- 
clude those in proposed paragraph (b)(4) of Rule 
19b-4, the proposed rule change could be filed 
under that provision, which affords public notice 
and opportunity for public comment before the 
proposed rule change becomes operative. 


43 In the past, at the Commission’s request, sev- 
eral self-regulatory organizations have filed for re- 
view under Section 19(b)(2) proposed rule 
changes that change or establish dues, fees, or 
other charges applicable to a non-member or 
non-participant. See, e.g., File Nos. SR-Amex- 
75-8, 75-13, and 76-29; SR-NYSE-77-21; SR- 
PSE-77-32; and SR-Phix-77-12 and 77-16. 
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unnecessary. The Commission is proposing to re- 
move those requirements. 


Rule 17a-18%4 currently requires national securi- 
ties exchanges and registered securities associa- 
tions to file with the Commission any new form, 
report, or questionnaire that it requires or pro- 
poses to require its members to complete. This re- 
quirement appears to be unnecessary since self- 
regulatory organizations currently are, and under 
the proposed definition of rule would continue to 
be, required to file such documents under Section 
19(b). Accordingly, the Commission is proposing 
to rescind Rule 17a-18. 


The Commission also is proposing to delete both 
paragraph (c) of Rule 19b-4 and Form 19b-4B, 
which implements that paragraph. Paragraph (c) of 
Rule 19b-4 requires each self-regulatory organi- 
zation to provide notice to the Commission on 
Form 19b-4B of stated policies, practices and in- 
terpretations that are not deemed to be rules.*5 
This notice requirement partially duplicates filing 
requirements in paragraph (b) of Rule 6a-3 under 
the Act and paragraph (d) of Rule 15Aj-1 under 
the Act,*® which require national securities ex- 





4417 CFR 240.17a-18. Rule 17a-18 was adopted 
to provide greater uniformity in reports, to gather 
data, and to act as a general monitoring device. 
The Commission proposed to amend Rule 17a-18 
in 1976, but later withdrew the proposal in antici- 
pation of amendments to Rule 19b-4. See Securi- 
ties Exchange Act Release Nos. 13100 (Dec. 22, 
1976), 42 FR 782 (Jan. 4, 1977) and 13462 (Apr. 
22, 1977), 42 FR 23786 (May 10, 1977). 


45 Although paragraph (c) applies to all self- 
regulatory organizations, the Act does not provide 
the MSRB with authority to formulate stated 
policies, practices and interpretations. MSRB 
opinions and interpretations are, accordingly, 
solely advisory and are not filed on Form 19b-4B. 
See paragraph (b) of MSRB rule A-8, MSRB Man- 
ual (CCH) §3036. 


4617 CFR 240.6a-3(b), 240.15Aj-1(d). See re- 
sponse of Schiff Hardin & Waite (Nov. 14, 1975) 
and letter from Donald Calvin of the NYSE to 
Commissioner Karmel (July 18, 1978), File No. 
S7-590. The NYSE indicated its belief that Rule 
6a-3 does not cover all stated policies, practices, 
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changes and registered securities associations, 
respectively, to submit to the Commission any 
material they make generally available to their 
members.*”? The Commission expects to rely on 
the remaining filing requirements to monitor the 
actions of self-regulatory organizations other than 
registered clearing agencies. 


In conjunction with its proposal to rescind Form 
19b-4B, the Commission is proposing Rule 
17a-22, which would establish for registered 
clearing agencies a filing requirement that gener- 
ally parallels the filing requirements imposed 
under Rules 6a-3, 15Aj-1, and 17a-21. Unlike na- 
tional securities exchanges, registered securities 
associations, and the MSRB, registered clearing 
agencies currently are not required to file with the 
Commission material that they distribute or make 
generally available to their participants. Because 
receipt of this material is important to the Commis- 
sion’s oversight responsibilities under the Act, the 
Commission believes that registered clearing 
agencies should be required to file the material 
with the Commission. In addition, registered 
clearing agencies would be required to file with the 
Commission materials that they distribute or make 
generally available to pledgees or transfer agents. 


D. Proposed Rescission of Requirement that 
Self-Regulatory Organizations Provide Information 
About Rules Adopted Before the 1975 Amend- 
ments 


Paragraph (g) of Rule 19b-4 required self- 
regulatory organizations to respond to Items 3, 4, 
5, and 6 of Form 19b-4A with respect to their rules 
in effect on June 4, 1975, and to file those re- 
sponses with the Commission by April 1, 1976. 
Paragraph (g) was intended to afford national se- 
curities exchanges and associations an opportu- 





and interpretations and suggested an amendment 
to expand the rule’s reach. Rule 6a-3, however, 
covers any material issued, or made generally 
available, to exchange members and would 
therefore appear to cover the stated policies, 
practices and interpretations of exchanges. Ac- 
cordingly, it does not appear that an expansion 
would be necessary. 


47 Rule 17a-21, 17 CFR 240.17a-21, imposes a 
similar requirement on the MSRB. See note 45 
supra. 





nity to provide relevant information on their exist- 
ing rules before any Commission action under 
Section 31(b) of the 1975 Amendments. Com- 
mentators expressed the view that the information 
supplied would be of little assistance to the Com- 
mission.*® To avoid imposing that burden, the 
Commission decided in early 1976 not to require 
compliance with paragraph (g) of Rule 19b-4.49 In 
light of that decision, the Commission proposes 
now to rescind paragraph (g). 


ll. CONTENT OF PROPOSED RULE CHANGE 
FILINGS 


As indicated in the introduction to this release, one 
of the major problems that the Commission has 
encountered in administering Section 19(b) is that 
many of the proposed rule change filings it re- 
ceives do not provide an adequate basis for Com- 
mission review. It is essential to the review proc- 
ess that the self-regulatory organizations provide 
the Commission with adequate information about 
their proposed rule changes.°° Accordingly, to en- 





48 Responses of the American Stock Exchange, 
Inc. (Jan. 2, 1976), the Cincinnati Stock Exchange 
(Feb. 25, 1976), the Pacific Stock Exchange, Inc. 
(Oct. 25, 1975), and Schiff Hardin & Waite (Nov. 
14, 1975), and letter from Donald Calvin of the 
NYSE to Commissioner Karmel (July 18, 1978), 
File No. S7-590. 


49 Securities Exchange Act Release Nos. 12157 
(Mar. 2, 1976), 41 FR 10662 (Mar. 12, 1976), and 
13100 (Dec. 22, 1976), 42 FR 782 (Jan. 4, 1977). 


50 One of the Congress’ major concerns in drafting 
Section 19(b) was to ensure that self-regulatory 
organizations explain and justify their rule 
changes. The Senate Report states: 
In order to facilitate expeditious Commission re- 
view and evaluation of such proposals and to 
assure informed public comment on them, Sec- 
tion 19(b)(1) would require all self-regulatory or- 
ganizations to file with the SEC in connection 
with any proposed rule change a “concise gen- 
eral statement of the basis and purpose’”’ of the 
proposed rule change. It is the Committee’s in- 
tention in adopting this standard to hold the 
self-regulatory organizations to the same stand- 
ards of policy justification that the Administrative 
Procedure Act imposes on the SEC. 
Senate Report at 29. 


sure that proposed rule change filings provide an 
adequate basis for Commission review, the Com- 
mission is proposing several changes in Form 
19b-4A. In addition, to permit the Commission and 
its staff to focus on the review of those rule change 
filings that do provide an adequate basis for 
Commission review, the Commission is directing 
its staff to continue the practice it has followed on 
several occasions of returning documents sought 
to be filed that do not comply with Rule 19b-4 and 
Form 19b-4A. The Commission also proposes to 
revise Form 19b-4A to give explicit notice of that 
practice.5! 


The proposed amendments to Form 19b-4A 
specify in greater detail the information to be in- 
cluded in a proposed rule change filing and em- 
phasize the importance of that information. Those 
proposals as well as certain comments the Com- 
mission has received on Form 19b-4A are dis- 
cussed below.5? Form 19b-4A, as proposed to be 
revised, is set forth at the end of this release. 


A. Proposed Instruction B. Need for Careful Prep- 
aration of Form and Exhibits 


The Commission is proposing to add a new In- 
struction B to explain that Form 19b-4A is in- 
tended to elicit information that is necessary for 
the public to provide meaningful comment on a 
particular proposed rule change and for the Com- 
mission to determine whether the rule change is 
consistent with the requirements of the Act and the 
rules and regulations thereunder applicable to the 
self-regulatory organization. New Instruction B 
would also make clear that a self-regulatory or- 
ganization must provide all the information called 
for by the form. A proposed rule change shall be 
considered filed on the date on which the Com- 
mission receives the proposed rule change filing, if 





51 See proposed Instruction B to Form 19b-4A 
infra. See also Rule 0-3 under the Act, 17 CFR 
240.0-3. 


52 In addition to the comments discussed in this 
section of the release, the NYSE suggested that 
guidelines are needed to determine whether 
amendments to a filing must be published. Letter 
from Donald Calvin of the NYSE to Commissioner 
Karmel (July 18, 1978), File No. S7-590. Pro- 
posed Instruction D (current Instruction C) to Form 
19b-4A provides a guideline. 


SEC DOCKET/669 





the filing complies with the requirements of the 
form. The Commission may, in its discretion, at 
any time before the issuance of the notice of filing 
return to the self-regulatory organization any filing 
that does not comply with the requirements of the 
form. Any filing so returned shall be deemed not to 
have been filed with the Commission. 


B. Proposed Instruction D. Amendments 


Proposed Instruction D (current Instruction C) sets 
forth the requirements applicable to amendments 
to Form 19b-4A filings. The Commission proposes 
to amend this Instruction to require a self- 
regulatory organization to include with each 
amendment a copy of the full text of the proposed 
rule change as amended and a separate copy of 
the text of the proposed rule change that was 
contained in the immediately preceding filing, 
marked to show additions and deletions. In addi- 
tion, the Commission proposes to amend Instruc- 
tion D to make clear that Exhibit 1 must be refiled 
if there is a material change in the information pro- 
vided on Form 19b-4A. 


C. Proposed Instruction E. Completion of Action 
by Self-Regulatory Organization on Proposed 
Rule Changes 


Proposed Instruction E (current Instruction D) to 
Form 19b-4A provides that, if a self-regulatory or- 
ganization files a proposed rule change with the 
Commission before it has completed all necessary 
action on the rule change, it must consent to an 
extension of time. Two commentators objected to 
that requirement on the ground that it delays ef- 
fectiveness of proposed rule changes.5? One of 
those commentators recommended that the Com- 
mission take final action on proposed rule changes 
filed with it even when final action on such 
changes has not been taken by the self-regulatory 
organization. According to that commentator, the 
version of each such proposed rule change sub- 
sequently adopted by a self-regulatory organiza- 
tion should be permitted to become effective upon 
adoption, so long as the version does not “differ 
materially” from that approved by the Commission. 





53 Responses of Milbank, Tweed, Hadley & 
McCloy (Feb. 25, 1976) and Schiff Hardin & Waite 
(Nov. 14, 1975), File No. S7-590. 
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The Commission, for the following reasons, is not 
proposing to delete the requirement that a self- 
regulatory organization consent to an extension of 
time if it files a proposed rule change before it has 
completed all necessary action on the proposed 
rule change. First, Section 19(b)(1) provides that a 
proposed rule change may not take effect unless 
approved by the Commission or otherwise per- 
mitted in accordance with the provisions of Section 
19(b). As a result, a self-regulatory organization is 
prohibited from enforcing any version of a pro- 
posed rule change other than the exact version 
that was filed with the Commission and became 
effective in accordance with the Act. 


Second, it appears that this Instruction does not 
lead to considerable delays, as suggested, but in- 
stead may facilitate early review of proposed rule 
changes. A number of self-regulatory organiza- 
tions on occasion file proposed rule changes that 
they have not yet finally adopted. In doing so, the 
self-regulatory organizations consent to an exten- 
sion of time for Commission action to allow for 
publication and opportunity for public comment 
before they complete final action on the proposed 
rule changes. 


This procedure allows the Commission to begin its 
review as quickly as possible without requiring that 
it take action on a proposed rule change not yet 
finally adopted by the self-regulatory organization. 
The Commission can then review the comments 
and approve the proposed rule changes, if appro- 
priate, upon receipt of notice of final action by the 
self-regulatory organization.54 


The commission is proposing to amend this In- 
struction to clarify that rule changes that become 
effective upon filing (including those that would be 
filed under the new subparagraph (b)(4) of Rule 
19b-4) could not be filed until the self-regulatory 
organization had completed all necessary internal 
procedures. 





54 A consent by a self-regulatory organization to an 
extension of time also affords the Commission 
sufficient time to comply with the requirements of 
the Government in the Sunshine Act (Pub. L. No. 
94-409 (Sept. 13, 1976), and to coordinate review 
of the proposed rule change with Commission 
meeting schedules. 





D. Proposed Instruction F. Signature and Filing of 
Form 


Proposed Instruction F (current Instruction E) pre- 
scribes requirements concerning the signature and 
filing of Form 19b-4A. The Commission is pro- 
posing to amend this Instruction to reflect the re- 
quirements for implementation of the Commis- 
sion’s Micrographic Conversion Program.5>5 Those 
requirements provide for sequential numbering of 
the original of any document filed, pursuant to the 
Act, with the Commission. In addition, the Com- 
mission is proposing to amend this Instruction to 
require a registered clearing agency for which the 
Commission is not the appropriate regulatory 
agency to file with its appropriate regulatory 
agency three copies, including one manually 
signed copy, of Form 19b-4A accompanied by 
Exhibits 1, 2, and 3. 


E. Item 1. Text of Proposed Rule Change 


Item 1 requires a self-regulatory organization to 
set forth the text of a proposed rule change. A 
number of self-regulatory rules: are operative 
through prescribed forms, reports, or question- 
naires, which generally are not set forth in the 
body of the rule. Commission review of such rules 
cannot be complete without reviewing the forms 
prescribed by a particular rule. Accordingly, the 
Commission is proposing to amend Item 1(a) to 
make clear that a self-regulatory organization is 
required to submit any existing form, report, or 
questionnaire that is directly related to a proposed 
rule change. This amendment is intended to permit 
the Commission to consider the role any such 
document plays with respect to the operation of 
the proposed rule change. 


Paragraph (b) of Item 1 requires a self-regulatory 
organization to set forth the text of any other rules 
affected, directly or indirectly, by the proposed rule 
change. One commentator suggested that this re- 
quirement to provide the text of those rules is 
overly burdensome, particularly with respect to 
rules affected indirectly by the proposed rule 
change.5* The Commission agrees that that re- 





55 See Securities Exchange Act Release No. 
15502 (Jan. 17, 1979), 46 FR 4665 (Jan. 23, 
1979). 


56 Response of Milbank, Tweed, Hadley & McCloy 
(Feb. 25, 1976), File No. S7-590. 


quirement may be unduly burdensome and, ac- 
cordingly, is proposing to amend Item 1(b) to re- 
quire only a listing of rules whose application 
would be directly or indirectly affected by the pro- 
posed rule change. 


F. Item 2. Procedures of Self-Regulatory Organi- 
zation 


Item 2 requires a self-regulatory organization to 
describe action on the proposed change taken by 
the members or board of directors or other gov- 
erning body of the self-regulatory organization. 
The Commission proposes to add to Item 2 a re- 
quirement that the self-regulatory organization 
state the name and telephone number of the 
member of its staff who is prepared to respond to 
questions and comments on the proposed rule 
change. Currently, the Commission's staff notifies 
the self-regulatory organization filing a proposed 
rule change of the name of the member of the 
Commission's staff who is primarily responsible for 
the initial review of the proposed rule change. The 
proposal and the Commission staff's current prac- 
tices are intended to improve communication 
about the proposed rule change between the self- 
regulatory organization and the Commission. 


G. Proposed Item 3. Purpose of and Statutory 
Basis for Proposed Rule Change 


Current Item 3 requires a self-regulatory organiza- 
tion to provide a concise statement of the purpose 
of the proposed rule change, and current Item 4 
requires a self-regulatory organization to state the 
basis under the Act for adopting the proposed rule 
change. A significant number of proposed rule 
change filings have not adequately responded to 
either Item 3 or Item 4. For example, filings often 
fail to explain in any meaningful way the reasons 
for adopting the proposed rule change. Several 
self-regulatory organizations list each basis under 
the Act and then simply state, without explanation, 
that the basis is either applicable or inapplicable to 
the proposed rule change. If more than one rule 
change is submitted in one filing, the self- 
regulatory organizations often fail to respond ap- 
propriately for each proposed rule change. 


Statements in response to these Items are vitally 
important to the review process. They provide a 
basis for interested persons to provide meaningful 
comment and for the Commission to determine 
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whether the proposed rule change is consistent 
with the Act. The statements should, at a 
minimum, provide a sufficiently detailed and spe- 
cific statement of reasons to support a finding that 
the proposed rule change is consistent with the 
Act and the rules and regulations thereunder. In 
light of that fact and the problems described 
above, the Commission is proposing to combine 
Items 3 and 4 and to explain in greater detail the 
information that should be included in the state- 
ment of the purpose and basis. 


Proposed Item 3 provides that, at a minimum, the 
basis and purpose statement should: 


(a) Describe the reasons for adopting 
the proposed rule change, any problems 
the proposed rule change is intended to 
address, the manner in which the pro- 
posed rule change resolves those 
problems, the manner in which the pro- 
posed rule change will affect various 
persons (e.g., brokers, dealers, issuers, 
and investors), and any problems that 
the persons affected are likely to have in 
complying with the proposed rule 
change; and 


(b) Explain why the proposed rule 
change is consistent with the require- 
ments of the Act and the rules and reg- 
ulations thereunder applicable to the 
self-regulatory organization. A mere as- 
sertion that the proposed rule change is 
consistent with those requirements is 
not sufficient. In the case of a registered 
clearing agency, explain also how the 
proposed rule change will be im- 
plemented consistently with the 
safeguarding of securities and funds in 
its custody or control or for which it is 
responsible. 


To simplify Form 19b-4A, new Item 3 would delete 
the list of bases under the Act that is currently set 
forth in Item 4. Self-regulatory organizations must, 
however, continue to consider and to discuss 
those bases. Item 3 would retain the notes cur- 
rently in Item 4 that summarize limitations on 
rulemaking by self-regulatory organizations. 
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H. Proposed Item 4. Burden on Competition 


Proposed Item 4 (current Item 6) requires self- 
regulatory organizations to provide a clearly ar- 
ticulated and thorough discussion of any competi- 
tive issues raised by the proposed rule change 
and by commentators. Compliance with this Item 
is essential since, to approve a proposed rule 
change of a self-regulatory organization under 
Section 19(b), the Commission is required to find 
that the change does not impose any burden on 
competition not necessary or appropriate in fur- 
therance of the purposes of the Act.5” 


A significant number of filings of proposed rule 
changes, however, have not responded 
adequately to this Item. Self-regulatory organiza- 
tions frequently have indicated that a proposed 
rule change would not impose a burden on com- 
petition even though a closer examination of the 
change would have disclosed a probable burden 
on competition. Accordingly, the Commission is 
proposing amendments to this Item to ensure that 
a self-regulatory organization conducts a thorough 
inquiry into the possible competitive issues. 


|. ltems 5 and 9. Comments Received From 
Members, Participants or Others on Proposed 
Rule Change 


Item 5 requires a self-regulatory organization to 
submit a summary of all comments it received in 
connection with consideration of the proposed rule 
change. A related provision, Item 9, requires a 
self-regulatory organization to file with the Com- 
mission any comments it receives. Commentators 
have opposed these requirements on the basis 
that they are unnecessarily burdensome and may 
inhibit comment.5® 


The emphasis in Section 19(b) on public proceed- 
ings continues to make it appropriate that all 
comments on proposed rule changes be available 
to the Commission and interested persons. The 





87 Sections 6(b)(8), 15A(b)(9), 15B(b)(2)(C), and 
17A(b)(3)(I) of the Act, 15 U.S.C. 78f(b)(8), 780- 
3(b)(9), 780-4(b)(2)(C), and 78q-1(b)(3)(1). 


58 Responses of the NYSE (Oct. 3, 1975) and 
Schiff Hardin & Waite (Nov. 14, 1975), File No. 
S7-590. 





Commission has found the comments to be very 
helpful in its review of proposed rule changes. 
Moreover, experience over the last three years 
has not shown the above requirements to be un- 


duly burdensome and it is not clear that they have - 


inhibited comment. The commission therefore 
plans to retain these requirements. In addition, this 
Item has been revised to require the self- 
regulatory organizations to respond in detail to 
significant issues that commentators raise. 


In Item 9 the Commission is proposing to require 
that a self-regulatory organization provide the 
Commission with an alphabetical list of comments 
that the organization received on a proposed rule 
change. In addition, the Commission is proposing 
to amend Item 9 to require a self-regulatory or- 
ganization to submit any transcript of comments 
or, if a transcript is not available, a summary of 
comments on the proposed rule change made at a 
public meeting. This information currently is pro- 
vided to the Commission by the MSRB and has 
proved to be a significant aid to the Commission in 
its review of proposed rule change filings. 


J. Proposed Item 6. Extension of Time Periods for 
Commission Action 


Proposed Item 6 (current Item 7) requires a self- 
regulatory organization to state whether it con- 
sents to an extension of the time period specified 
in Section 19(b)(2) of the Act. One commentator 
suggested that this Item be deleted.5? A proposed 
rule change may involve important policy or legal 
questions and consequently may require more 
than the thirty-five day period specified in Section 
19(b) for a Commission determination to approve 
the proposed rule change or to institute a disap- 
proval proceeding with respect to the proposed 
rule change. Accordingly, the Commission has de- 
cided to retain this Item to encourage self- 
regulatory organizations to consent to extensions 
of time when appropriate. 


The Commission is proposing one amendment to 
this Item. The proposed amendment repeats the 
requirement of Instruction D that, in the case of a 
proposed rule change on which final action has not 
been completed by the self-regulatory organiza- 


tion, that organization must consent to an exten- 
sion of time until at least thirty-five days after it 
files an amendment setting forth the taking of final 
action on the proposed rule change. 


K. Proposed Item 7. Basis for Rule Taking, or 
Being Put into, Effect Pursuant to Section 19(b)(3) 


If a proposed rule change is filed for summary ef- 
fectiveness pursuant to Section 19(b)(3) of the 
Act, Item 7 (current Item 8) of the Form requires 
that the self-regulatory organization designate 
which provision of that section authorizes sum- 
mary effectiveness. As indicated earlier in this re- 
lease,®° the Commission is proposing to amend 
Rule 19b-4 to add a new subparagraph (b)(4) au- 
thorizing summary effectiveness for any proposed 
rule change that a self-regulatory organization 
properly designates as meeting two specified 
criteria. In conjunction with that proposal, the 
Commission proposes to amend this Item of the 
form to permit a self-regulatory organization to 
designate a proposed rule change for summary 
effectiveness under the new subparagraph. The 
Commission also is proposing to amend this Item 
to require that a self-regulatory organization de- 
signating a proposed rule change for summary 
effectiveness under the new subparagraph provide 
a detailed and specific explanation of any novel, 
unique, or complex legal or policy issues raised by 
the proposed rule change and of any significant 
impact the change might have on persons af- 
fected. 


L. Proposed Item 8. Rules Based on Rules of 
Another Self-Regulatory Organization or of the 
Commission 


The Commission is proposing a new Item 8 to re- 
quire a self-regulatory organization to state 
whether the proposed rule change is based on a 
rule of either another self-regulatory organization 
or of the Commission, and, if so, to identify the rule 
and explain any differences between that rule and 
the proposed rule change. The Commission be- 
lieves that it is important to promote some degree 
of regulatory comparability, particularly to facilitate 
the allocation of enforcement responsibility pur- 
suant to Rule 17d-2°' and to avoid unnecessary 








5° Response of Schiff Hardin & Waite (Nov. 14, 
1975), File No. S7-590. 


60 See text accompanying notes 31-38 supra. 


61417 CFR 240.17d-2. 
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burdens on members of more than one self- 
regulatory organization. Accordingly, the Commis- 
sion believes that if a self-regulatory organization 
decides to base a proposed rule change on either 
a rule of another self-regulatory organization or of 
the Commission it should explain any differences 
between that rule and its proposed rule change. 


M. Exhibit 1. Federal Register Notice 


The Commission is also proposing several 
changes in the Federal Register notice ‘that a self- 
regulatory organization is currently required to file 
as part of Form 19b-4A. The changes are gener- 
ally intended to facilitate public comment. The 
changes include, for example, a requirement that a 
self-regulatory oraanization provide a caption 
briefly describing the subject matter of the pro- 
posed rule change. In addition, the proposed 
amendments to the notice include a new instruc- 
tion emphasizing the need for careful completion 
of the notice. Much of the delay that has occurred 
in the publication of notice of proposed rule 
changes has resulted from mistakes in the prep- 
aration of the notice. Finally, the Commission pro- 
poses to amend the form of notice, with respect to 
any proposed rule change filed for summary effec- 
tiveness pursuant to subparagraph (b)(4) of Rule 
19b-4, to require the self-regulatory organization 
to include therein its explanation in response to 
Item 7(c) of Form 19b-4A of any novel, unique, or 
complex legal or policy issues raised by the pro- 
posed rule change and of any significant impact it 
may have on persons affected by it. 


In reviewing the notice requirements, the Commis- 
sion has considered objections by commentators 
to the Commission’s decision to publish notice of 
the filing of a proposed rule change in the Federal 
Register.° They argued that use of the Federal 
Register produces an unacceptable delay in the 
completion of the commission’s review under Sec- 
tion 19(b). They suggested that other means, such 





62 Responses of Milbank, Tweed, Hadley & 
McCloy (Feb. 25, 1976) and Schiff Hardin & Waite 
(Nov. 14, 1975), and letter from Donald Calvin of 
the NYSE to Commissioner Karmel (July 18, 
1978), File No. S7-590. 
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as the SEC News Digest®* or SEC Docket,® be 
used to publish notice of filing of proposed rule 
changes. 


Section 19(b) of the Act requires the Commission 
to publish notice of the filing of a proposed rule 
change together with the terms of substance of the 
proposed rule change or a description of the sub- 
jects and issues involved. Although that provision 
does not specify where notice must be pub- 
lished,®> the Commission believes that Federal 
Register notice continues to be the most appro- 
priate method to provide notice of filing of pro- 
posed rule changes. 


The legislative history of the 1975 Amendments 
indicates that the standards for publishing notice 
under Section 19(b) are intended to be the same 
as those in the Administrative Procedure Act,® 
which requires general notice of proposed agency 
rulemaking to be published in the Federal Regis- 
ter.®” In addition, the Federal Register notice ap- 
pears to be the most effective method to provide 
sufficient legal notice.® 





63 The SEC News Digest notice of the filing of a 
proposed rule change is published approximately 
three to ten days before the Federal Register 
notice of the filing and thus offers only a small time 
saving over the use of the Federal Register. 
Moreover, the SEC News Digest provides only a 
limited amount of information. Accordingly, as a 
practical matter, the SEC News Digest does not 
appear to offer any significant advantages over the 
Federal Register. 


64 Notice of the filing of a proposed rule change 
usually appears in the Federal Register before it 
appears in the SEC Docket. Accordingly, use of 
the SEC docket would not be an improvement over 
the use of the Federal Register. 


65 By comparison, Section 19(c), 15 U.S.C. 78s(c), 
specifically requires that notice be published in the 
Federal Register of proposed rulemaking by the 
Commission to abrogate, add to, or delete from 
the rules of a self-regulatory organization (other 
than a registered clearing agency). 


86 Senate Report at 129. 
675 U.S.C. 553(b). 


68 See 44 U.S.C. 1508 and Rodway v. United 
States Department of Agriculture, 514 F. 2d 809 
(D.C. Cir. 1975), and Kennecott Copper Corpora- 





IV. DISCUSSION OF OTHER COMMENTS ON 
COMMISSION REVIEW OF PROPOSED 
RULE CHANGES 


Commentators advanced several suggestions 
concerning the manner in which the Commission 
processes and reviews proposed rule changes. 
The suggestions were directed primarily towards 
reducing the delays currently experienced in the 
processing of proposed rule changes.®® As is 
mentioned above, the Commission hopes that 
many of the delays currently experienced will be 
alleviated by the proposed amendments to Rule 
19b-4, and also by the proposed amendments to 
Form 19b-4A, which are designed to elicit infor- 
mation necesary for Commission processing of 
proposed rule changes. At the same time, the 
Commission believes that delays in processing are 
alleviated to the extent that a self-regulatory or- 
ganization is aware of possible areas of concern 
with respect to a proposed rule change filed with 
the Commission. The Commission solicits the 
views of the self-regulatory organizations and 
other interested persons as to ways in which the 
Commission and its staff can make the processing 
of proposed rule changes more efficient and can 
facilitate the early identification of possible prob- 
lems. 


One of the commentators suggested that a self- 
regulatory organization be given a copy of any 
staff memorandum to the Commission that con- 
tains an adverse recommendation on a rule 
change that the organization has proposed.”° The 
Commission believes that making staff 
memoranda, which are frequently quite informal, 


available to a self-regulatory organization would 
require much more careful review of the 
memoranda and would tend to lengthen the review 
process and inhibit communication between the 
Commission and its staff.”' 


That commentator further suggested that the 
Commission permit a self-regulatory organization 
to offer oral testimony or comments at the time the 
Commission considers a proposed rule change. As 
noted above, the basis and purpose statement that 
a self-regulatory organization is required to file 
with the Commission should fully explain the rule 
change. A self-regulatory organization is always 
free to amend a rule change filing to advance new 
arguments or to modify those already made. Ac- 
cordingly, the Commission does not believe that 
affording self-regulatory organizations a right to 
make oral presentations is necessary.”2 Moreover, 
to ensure that interested persons have a mean- 
ingful opportunity to comment on a proposed rule 
change, all information necessary to consider the 
proposed rule change should be submitted as part 
of the rule change filing. 


A second commentator suggested that the Com- 
mission develop a procedure to sever one or more 
parts of a proposed rule change and, with the 
self-regulatory organization’s consent, to approve 
only certain parts of a proposed rule change.7? 
The Commission has, in fact, followed this practice 
in several cases where the severed portion was 
sufficiently independent from the remainder of the 
proposed rule change. The Commission believes 
that is a useful practice and plans to continue it 








tion v. Environmental Protection Agency, 462 F.2d 
846 (D.C. Cir. 1972). 


69 See, e.g., letter from Schiff Hardin & Waite to 
Andrew M. Klein (May 15, 1978), File No. S7-590. 


70 Id. In addition, the commentator suggested that, 
in situations where there is a difference in view 
between the self-regulatory organization and the 
Commission's staff, the self-regulatory organiza- 
tion’s presentation of its views should be seen di- 
rectly by the Commission. While the Commission 
has discretion as to whether to review source 
documents or instead to rely on summaries, the 
Commission’s staff currently furnishes to the 
Commission such presentations. 


71 In enacting the Freedom of Information Act, for 
example, the Congress recognized the importance 
of protecting internal agency communication. 5 
U.S.C. 552(b)(5). See also 17 CFR 200.80(b)(5). 


72 If the Commission does not approve a proposed 
rule change under Section 19(b)(2)(A) but instead 
institutes a proceeding under Section 19(b)(2)(B) 
to determine whether to approve or disapprove it, 
the self-regulatory organization is afforded notice 
of the grounds for disapproval under consideration 
and an opportunity to submit further written com- 
ments. In appropriate cases, the Commission may 
also permit oral presentations at that time. 


73 Letter from Donald Calvin of the NYSE to Com- 
missioner Karmel (July 18, 1978), File No. S7- 
590. 
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where, in the Commission's view, it is appropriate 
to do so. 


V. STATUTORY BASIS 


Under Section 17A(d)(3)(A)(i) of the Act,’* the 
Commission is required, at least 15 days before 
the issuance for public comment of any proposed 
rule or regulation concerning a clearing agency for 
which the Commission is not the appropriate reg- 
ulatory agency, to consult and request the views of 
the appropriate regulatory agency for such clear- 
ing agency. The Commission has complied with 
this requirement. 


Proposed Rule 3b-7 would be promulgated under 
the Act, 15 U.S.C. 78a et seq., and particularly 
Sections 2, 3, 19 and 23, 15 U.S.C. 78b, 78c, 78s 
and 78w. Proposed Rule 17a-22 would be prom- 
ulgated under the Act, and particularly Sections 2, 
3, 17, 17A, and 23, 15 U.S.C. 78b, 78c, 78q, 
78q-1, and 78w. The proposed amendments to 
Rule 19b-4 and Form 19b-4A would be promul- 
gated under the Act, and particularly Section, 2, 3, 
6, 11A, 15A, 15B, 17, 17A, 19, and 23, 15 U.S.C. 
78b, 78c, 78f, 78k-1, 780-3, 780-4, 78q, 78q-1, 
78s, and 78w. 


On the basis of the above discussion and analysis, 
the Commission is proposing to amend Parts 240 
and 249 of Chapter Il of Title 17 of the Code of 
Federal Regulations’> by adding §§240.3b-7 and 
240.17a-22, amending §240.19b-4 and related 
§249.819a, and by rescinding §240.17a-18 and 
§249.819b as follows: 


»§240.3b-7 Definition of “rule.” 


The term “rule,” as used in Sections 3(a)(27) and 
3(a)(28) of the Act, includes the whole or part of 
any statement or of any stated policy, practice, or 
interpretation (including any form, report, or ques- 
tionnaire) (a) that is of general or particular 
applicability and future effect, (b) that is designed 





7415 U.S.C. 78q-1(d)(3)(A)(i). 

75 In the text of the proposed amendments, “‘[]’”’ in- 
dicates material to be deleted and “<<” indicates 
new material. 


676/SEC DOCKET 


to implement, interpret, describe, or prescribe a 
requirement, procedure, definition, standard, 
guideline, policy, or any part of a corporate or fi- 
nancial structure or organization, and (c) that di- 
rectly or indirectly affects the rights or obligations 
of any person or the conduct of business by any 
person; Provided, however, That the term “rule” 
shall not include any stated policy, practice, or in- 
terpretation with respect to an existing rule that is 
reasonably and fairly implied by that rule and that 
is not required under the rules of the self- 
regulatory organization to be approved by the 
governing body of the self-regulatory organiza- 
tion. 4 


[§240.17a-18 Forms required by national securi- 
ties exchanges and registered national secu- 
rities associations of their members to be filed 
with the Commission. ] 


»§240.17a-22 Supplemental material of regis- 
tered clearing agencies. 

Within 10 days after issuing or making generally 
available to its participants or to pledgees or to 
transfer agents any material (including, for exam- 
ple, manuals, notices, circulars, bulletins, lists, or 
periodicals), a registered clearing agency shall file 
three copies of such material with the Commis- 
sion. A registered clearing agency for which the 
Commission is not the appropriate regulatory 
agency shall at the same time file one copy of 
such material with its appropriate regulatory 
agency. <4 


§240.19b-4 Filings with respect to proposed rule 
changes by [, and notices as to certain stated 
policies, practices and interpretations of,] 
self-regulatory organizations. 


(a) The term “proposed rule change” means any 
proposed rule or any proposed change in, addition 
to or deletion from the rules of a self-regulatory or- 
ganization. [A stated policy, practice or interpreta- 
tion of a self-regulatory organization shall be 
deemed to be a rule of the self-regulatory organi- 
zation if (1) action thereon by the members or by 
the board of directors, or similar governing body, 





of such self-regulatory organization is required 
under its constitution, articles of incorporation, 
bylaws, rules, or instruments corresponding 
thereto, (2) a self-regulatory organization elects or 
is required, pursuant to its constitution, articles of 
incorporation, bylaws, rules, or instruments corre- 
sponding thereto, to treat it as a rule change he- 
reunder, (3) it represents a change in, addition to, 
or deletion from a stated policy, practice or in- 
terpretation which the self-regulatory organization 
previously treated as a proposed rule change or 
(4) it requires a determination, or affects a prior 
determination, pursuant to Rules 8c-1(g) or 
15c2-1(g).] 


[(b) The term “stated policies, practices and in- 
terpretations” includes any material aspect of the 
operation of the facilities of the self-regulatory or- 
ganization or any statement made generally avail- 
able to the membership of, or all participants in, or 
persons having or seeking access (including, in 
the case of national securities exchanges or reg- 
istered securities associations, through a member) 
to facilities of, a self-regulatory organization, or to 
a group or category of such persons, establishing 
or changing any standards or guidelines with re- 
spect to (1) the rights or obligations of such per- 
sons or, in the case of national securities ex- 
changes or registered securities associations, per- 
sons associated with such persons or (2) the ap- 
plication or interpretation of an existing rule.] 


[(d)] ®(b)< A proposed rule change may take ef- 
fect upon filing with the Commission pursuant to 
Section 19(b)(3)(A) of the Act if ®properly< des- 
ignated by the self-regulatory organization as (1) 
constituting a stated policy, practice or interpreta- 
tion with respect to the meaning, administration, or 
enforcement of an existing rule, (2) establishing or 
changing a due, fee, or other charge, [or] (3) con- 
cerned solely with the administration of the self- 
regulatory organization[.] ®, or (4) (i) by its terms, 
not becoming operative for 60 days after filing with 
the Commission under Section 19(b)(3)(A) of the 
Act, and (ii) concerned solely with matters that 
were the subject of an exposure draft circulated, 
not less than 30 days before the date of such fil- 
ing, to the Commission, to the appropriate regula- 
tory agency in the case of a registered clearing 
agency for which the Commission is not the ap- 
propriate regulatory agency, and to all members 
of, or participants in, the self-regulatory organiza- 
tion and, in the case of the Municipal Securities 
Rulemaking Board, all municipal securities brokers 


and municipal securities dealers, and, during that 
30-day period, made available on written request 
to other persons. 4 


(c) Filings with respect to proposed rule changes 
by a self-regulatory organization shall be made on 
Form 19b-4A. [Notice on Form 19b-4B as to a 
stated policy, practice or interpretation which the 
self-regulatory organization believes may be 
characterized as not constituting a rule pursuant to 
paragraph (a) of this section shall be mailed first 
class, postage prepaid, to the Commission, not 
later than the date on which it is first made gener- 
ally available. ] 


[(e)] ®(d)< After instituting Pa< proceeding[s] to 
determine whether a proposed rule change should 
be disapproved, the Commission will afford the 
self-regulatory organization and interested per- 
sons an opportunity to submit additional written 
data, views and arguments and Pmay afford, in 
the discretion of the Commission, an opportunity to 
make oral presentations. 


[(f)] ®(e)< Notice of orders issued pursuant to 
Section 19(b) of the Act will be given by prompt 
publication thereof, together with a statement of 
written reasons therefor. 


[(g) On or prior to April 1, 1976, each national se- 
curities exchange and securities association reg- 
istered with the Commission on June 4, 1975, 
shall file with the Commission the information re- 
quired by items 3, 4, 5 and 6 of Form 19b-4A with 
respect to each of its rules in effect on June 4, 
1975, and on the date of filing. ] 


[(h)] ®(f)< Self-regulatory organizations shall re- 
tain at their principal place of business a file, 
available to interested persons for public inspec- 
tion and copying, of all filings made pursuant to 
this [rule] ®section< and all correspondence 
mand other communications reduced to writing 
(including comments received)4 [received by] 
> to and from such self-regulatory organizations 
[with respect to] ®concerning< any such filing[.] 
>, whether such correspondence and communi- 
cations are prepared before or after the filing of 
the proposed rule change. 4 


§249819a Form 19b-4A, for filings with respect 
to proposed rule changes by all self-regulatory 
organizations. 
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> File No. SR--- 
(See Instruction C)< 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 





Form 19b-4A 


Proposed Rule Change by 





(Exact Name of Self-Regulatory Organization) 


[File No. SR---] 
[ [See Instruction B] ] 


Pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 


General Instructions 


A. Use of Form 


This form shall be used for filings with respect to 
proposed rule changes by all self-regulatory or- 
ganizations. Self-regulatory organizations include 
for that purpose national securities exchanges, 
registered securities associations, registered 
clearing agencies and the Municipal Securities 
Rulemaking board. 


>B.Need for Careful Preparation of Form and 
Exhibits 


This form is intended to elicit information that is 
necessary for the public to provide meaningful 
comment on the proposed rule change as well as 
for the Commission to determine whether the pro- 
posed rule change is consistent with the require- 
ments of the Securities Exchange Act of 1934 (the 
“Act’) and the rules and regulations thereunder 
applicable to the self-regulatory organization. The 
self-regulatory organization must provide all the 
information specified in the form and exhibits and 
must present it in a clear and comprehensible 
manner. A proposed rule change shall be consid- 
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ered filed on the date on which the Commission 
receives the proposed rule change filing if the filing 
complies with all requirements of this form. The 
Commission may, in its discretion, at any time be- 
fore the issuance of the notice of filing return to the 
self-regulatory organization any filing that does not 
comply with the requirements of this form, and any 
filing so returned by the Commission shall for all 
purposes be deemed not to have been filed with 
the Commission. See also Rule 0-3 under the Act 
(18 CFR 240.0-3).< 


[B.] ®C.< Documents Comprising Form 


This form shall consist of the facing sheet, the 
numbers and captions for all applicable items (the 
text of which may be omitted provided the re- 
sponses thereto are so prepared as to indicate to 
the reader the coverage of the items without the 
necessity of referring to the text of the items or in- 
structions thereto), the responses thereto and the 
required exhibits. Each filing [with respect to a 
proposed rule change should] Pshall<¢ be iden- 
tified with the initials of a self-regulatory organiza- 
tion, the year and the number of the filing for that 
year. [For this purpose, notices on Form 19b-4B 
shall be numbered consecutively with filings on 
Form 19b-4A. ] 


[C.] ®D.< Amendments 


In the event information on this form is or becomes 
inaccurate before the Commission takes action 
thereon, ®, or before a rule becomes operative, <4 
the self-regulatory organization shall file amend- 
ments thereto correcting any such inaccuracy. P lf 
a proposed rule change filed for summary effec- 
tiveness under paragraph (b)(4) of Rule 19b-4 is 
materially altered after the proposed rule change 
has been filed, the 60-day preoperative period will 
begin to run again.< Amendments to a filing [with 
respect to a proposed rule change] shall consist of 
the facing sheet marked to number consecutively 
the amendments [with respect to a proposed rule 
change], the numbers and captions for any 
amended item>,< [and] the amended response 
thereto[.] P®, the full text of the proposed rule 
change, as amended, marked in the manner de- 
scribed in Item 1(a) and, as an exhibit to the 
amended filing, a separate copy of the text of the 
proposed rule change in the immediately preced- 
ing filing marked to show additions and dele- 
tions. Exhibit 1 need not be refiled unless there 





is a material change in the language of the pro- 
posed rule chang$ [.] ® or in the information pro- 
vided on this form, in which case an additional 
copy shall be provided marked to show changes in 
accordance with Item 1(a).» [If a proposed rule 
change is still in preliminary form, the self- 
regulatory organization may elect to file initially 
Exhibit 1 setting forth ion of the subjects and is- 
sues which are expected to be involved. | 


[D.] PE.< Completion of Action by Self- 
Regulatory Organization on Proposed Rule 
Changes 


The Commission will not approve a proposed rule 
change before Pthe self-regulatory organization 
has completed< all action required to be taken 
under [the] Pits< constitution, articles of incorpo- 
ration, by [-Jlaws, rules, or instruments corre- 
sponding thereto (excluding action specified in any 
such instrument with respect to (i) compliance with 
the procedures of the Act or (ii) the formal filing of 
amendments pursuant to state law) [of the self- 
regulatory organization has been completed]. 
> Nevertheless, 4 proposed rule changes (other 
than proposed rule changes that are to take, or to 
be put into, effect pursuant to Section 19(b)(3) of 
the Act)< may [, however,] be initially filed before 
the completion of all such action if the self- 
regulatory organization consents », under Item 6 
of this form, <4 to an extension of the period of time 
specified in Section 19(b)(2) of the Act< until at 
least thirty-five days after the self-regulatory or- 
ganization has filed appropriate amendments set- 
ting forth the taking of all such action. PIf a pro- 
posed rule change to be filed for review under 
Section 19(b)(2) of the Act is still in preliminary 
form, the self-regulatory organization may elect to 
file initially Exhibit 1 setting forth a description of 
the subjects and issues that are expected to be 
involved. 4 


[E.] ®F.< Signature and Filing of Form 


Twelve copies of Form 19b-4A, twelve copies of 
Exhibit [(]1[)] and four copies of Exhibits ®s< 
[(J2[)] Band 3< shall be filed with the Commis- 
sion. At least one copy Pof the completed Form 
19b-4A< shall be manually signed by a duly au- 
thorized officer of the self-regulatory organization; 
Pon< copies not manually signed [shall be con- 
formed.] the name of the signing person shall be 
typed or printed. The manually signed copy shall 


be numbered sequentially (in addition to any inter- 
nal numbering that otherwise may be present) by 
handwritten, typed, printed, or other legible form of 
notation from the facing page of the document 
through the last page of that document and any 
exhibits or attachments thereto. The total number 
of pages contained in the manually signed copy 
shall be set forth on the first page of the document. 
A registered clearing agency for which the Com- 
mission is not the appropriate regulatory agency 
shall also file with its appropriate regulatory 
agency three copies, including one manually 
signed copy, of Form 19b-4A accompanied by 
Exhibits 1, 2, and 3.4 


Information to be Included 
1. Text of Proposed Rule Change 


(a) Set forth the text of the proposed rule change. 
In the case of any change in, addition to, or dele- 
tion from any existing rule, the existing rule should 
be set forth, with brackets used to indicate words 
to be deleted and underscoring used to indicate 
words to be added. P If any form, report, or ques- 
tionnaire is proposed to be used in connection with 
the implementation or operation of any proposed 
rule change, or if the proposed rule change pre- 
scribes or refers to any form, report, or question- 
naire, a current copy of such document shall be 
attached to, and shall be considered to be part of, 
such proposed rule change; Provided, however, 
That if the completion of the form, report, or ques- 
tionnaire is either voluntary or is required pursuant 
to a rule of the self-regulatory organization already 
in effect, such form, report, or questionnaire shall 
be attached as an exhibit to the filing and not as 
part of the proposed rule change, together with a 
statement identifying any rule already in effect that 
requires completion of the form, report, or ques- 
tionnaire. 4 


(b) If a proposed rule change affects, directly or 
indirectly, the application of any other rule of the 
self-regulatory organization, set forth the ®desig- 
nation or title [pertinent portion of the text] of any 
such rule and describe the anticipated effect of the 
proposed rule change on the application of such 
other rule [thereof]. 


(c) Set forth the file numbers for prior filings with 
respect to [an] Pany< existing rule to be affected 
by the proposed rule change. 
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2. Procedures of Self-Regulatory Organization 


Describe action on the proposed rule change 
taken by the members or board of directors or 
other governing body of the self-regulatory organi- 
zation (by amendment if initial filing is prior to 
completion of Pfinal¢ action). »State the name 
and telephone number of the member of the staff 
of the self-regulatory organization who is prepared 
to respond to questions and comments on the rule 
change. See Instruction E.<4 


[3. Purpose of Proposed Rule Change 


State concisely the purpose of the proposed rule 
change]. 


[4. Basis under the Act for Proposed Rule 
Change 


State the basis under the Act for adopting the pro- 
posed rule change. | 


>3. Self-Regulatory Organization’s Statement of 
Purpose of and Statutory Basis for Proposed 
Rule Change 


Provide a statement of the purpose of the pro- 
posed rule change and its basis under the Act and 
the rules and regulations thereunder applicable to 
the self-regulatory organization. The statement 
should be sufficiently detailed and specific to sup- 
port a finding under Section 19(b) of the Act that 
the proposed rule change is consistent with the 
requirements of the Act and the rules and regula- 
tions thereunder applicable to the self-regulatory 
organization. The statement should respond in 
detail to any significant arguments either raised by 
commentators or known to the self-regulatory or- 
ganization that the proposed rule change is incon- 
sistent with those requirements. At a minimum, the 
statement should: 


(a) Describe the reasons for adopting 
the proposed rule change, any 
problems the proposed rule change 
is intended to address, the manner 
in which the proposed rule change 
resolves those problems, the man- 
ner in which the proposed rule 
change will affect various persons 
(e.g., brokers, dealers, issuers, and 
investors), and any problems that 
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the persons affected are likely to 
have in complying with the pro- 
posed rule change; and 


Explain why the proposed rule 
change is consistent with the re- 
quirements of the Act and the Rules 
and regulations thereunder appli- 
cable to the self-regulatory organi- 
zation. A mere assertion that the 
proposed rule change is consistent 
with those requirements is not suffi- 
cient. In the case of a registered 
clearing agency, explain also how 
the proposed rule change will be 
implemented consistently with the 
safeguarding of securities and 
funds in its custody or control or for 
which it is responsible. Certain lim- 
itations that the Act imposes on 
self-regulatory organizations are 
summarized in the notes that fol- 
low. 4 


NOTE 1. ®WNational Securities 
Exchanges and Registered Securi- 
ties Associations. € Under Sections 
6 and 15A [of the Act], rules of a 
national securities exchange or 
registered securities association 
may not permit unfair discrimination 
between customers, issuers, brok- 
ers, or dealers [(or, in the case of 
registered securities associations, 
the fixing of minimum profits or im- 
position of any schedule or fixing of 
rates of commissions, allowances, 
discounts or other fees to be 
charged by its members)] ®,<4 and 
may not regulate, by virtue of any 
authority conferred by the Act, 
matters not related to the purposes 
of the Act or the administration of 
the self-regulatory organization. 
>Rules of a registered securities 
association may not fix minimum 
profits, or impose any schedule of 
or fix rates of commissions, allow- 
ances, discounts, or other fees to 
be charged by its members. [In 
appropriate cases, an explanation 
should be supplied to indicate why 
a proposed rule change is not sub- 
ject to the enumerated prohibitions 





or what other authority is relied 
upon. } 


[NOTE 2.] Under Section 11A 
(c)(5) ®,<4 a national securities ex- 
change or registered securities as- 
sociation may not limit or condition 


ministration of the Board. [In appro- 
priate cases, an explanation should 
be supplied to indicate why a pro- 
posed rule change is not subject to 
the enumerated prohibitions or what 
other authority is relied upon. ] 


the participation of any member in 
any registered clearing agency. 


[(a) In the case of a national securities 
exchange or registered securities as- 
sociation, explain, as appropriate, how 
the proposed rule change relates to:] 


NOTE P2. Registered Clearing 


Agencies. 4 [:] Under Section 17A 
[of the Act], [proposed rule 
changes] Prules of a registered 
clearing agency may not permit 
unfair discrimination in the admis- 
sion of participants or among par- 
ticipants in the use of the clearing 
agency and may not regulate P,< 
by virtue of any authority conferred 
by the Act, matters not related to 
the purposes of Section 17A or the 
administration of the clearing 
agency and may not impose any 
schedule of prices or fix rates or 
other fees for services rendered by 
its participants. [In appropriate 
cases, an explanation should be 
supplied to indicate why a proposed 
rule change is not subject to the 
enumerated prohibitions or what 
other authority is relied upon. | 


NOTE P33. Municipal Securities 
Rulemaking Board. 4 [:] Under 
Section 15B [of the Act], [proposed 
rule changes] Prules of the Munici- 
pal Securities Rulemaking Board4 
may not permit unfair discrimination 
between customers, issuers, 
municipal securities brokers, or 
municipal securities dealers, [the 
fixing of] may not fix< minimum 
profits, or [imposition of] impose 
any schedule or fix[ing of] rates of 
commissions, allowances, dis- 
counts, or other fees to be charged 
by municipal securities brokers or 
municipal securities dealers, and 
may not regulate »,< by virtue of 
any authority conferred by the Act, 
matters not related to the purposes 
of the Act [or the] ®with respect to 
municipa! 4 securities or the ad- 


[(i) its capacity to carry out the 
purposes of the Act and to comply, 
and to enforce compliance by its 
members and persons associated 
with its members, with the Act, the 
rules and regulations thereunder, 
and, in the case of a registered se- 
curities association, the rules of the 
Municipal Securities Rulemaking 
Board and its rules;] 


[(ii) the ability of any registered 
broker or dealer, or natural person 
associated with a registered broker 
or dealer, to become a member 
thereof and the ability of any person 
to become associated with a 
member thereof;] 


[(iii) fair representation of its 
members in the selection of its di- 
rectors and administration of its af- 
fairs and provision for one or more 
directors to be representative of is- 
suers and investors and not be as- 
sociated with a member thereof, 
broker or dealer;] 


[(iv) equitable allocation of rea- 
sonable dues, fees and other 
charges among its members and is- 
suers and other persons using its 
facilities (or any system it operates 
or controls);] 


[(v) (A) prevention of fraudulent 
and manipulative acts and prac- 
tices, (B) promotion of just and 
equitable principles of trade, (C) 
fostering of cooperation and coordi- 
nation with persons engaged in reg- 
ulating, clearing, settling, process- 
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ing information with respect to, and 
facilitating transactions in securities, 
(D) removal of impediments to and 
perfection of the mechanism of a 
free and open market and a national 
market system and (E) protection of 
investors and of the public interest;] 


[(vi) provision for its members and 
persons associated with its mem- 
bers to be appropriately disciplined 
for violation of the provisions of the 
Act, the rules or regulations there- 
under, and, in the case of a regis- 
tered securities association, the 
rules of the Municipal Securities 
Rulemaking Board or its rules;] 


[(vii) rules of the exchange (in the 
case of a national securities ex- 
change) required to comply with 
Section 6(d) of the Act and rules of 
the association (in the case of a 
registered securities association) 
required to comply with Section 
15A(h) of the Act and in general to 
provide fair procedures; or] 


[(viii) satisfaction (in the case of 
a registered securities association), 
insofar as applicable, of the re- 
quirements of Section 15A(c) of the 
Act and provisions governing the 
form and content of quotations. ] 


registered clearing agency, (C) 
registered investment company, (D) 
bank or (E) insurance company, to 
become a participant therein;] 


[(iii) a fair representation of its 
shareholders (or members) and 
participants in the selection of its di- 
rectors and administration of its af- 
fairs;] 


[(iv) equitable allocation of rea- 
sonable dues, fees, and other 
charges among its participants; ] 


[(v) (A) prompt and accurate 
clearance and settlement of securi- 
ties transactions, (B) assurance as 
to safeguarding of securities and 
funds which are in the custody or 
control of the clearing agency or for 
which it is responsible, (C) fostering 
of cooperation and coordination with 
persons engaged in the clearance 
and settlement of securities trans- 
actions, (D) removal of impediments 
to and perfection of the mechanism 
of a national system for the prompt 
and accurate clearance and settle- 
ment of securities transactions and 
(E) protection of investors and the 
public interest; ] 


[(b) In the case of a registered clearing 
agency, explain, as appropriate, how 
the proposed rule change relates to:] 


[(vi) provision for its participants 
to be appropriately disciplined for 
violation of any provision of the 


[(i) its capacity (A) to facilitate the 
prompt and accurate clearance and 
settlement of securities transactions 
for which it is responsible, (B) to 
safeguard securities and funds in its 
custody or control or for which it is 


rules of the clearing agency; or] 


[(vii) rules of the clearing agency 
required to comply with Section 
17A(b)(5) of the Act and in general 
to provide fair procedures. ] 


responsible, (C) to comply with the 
provisions of the Act and the rules 
and regulations thereunder, (D) to 
enforce compliance by its partici- 


[(c) In the case of the Municipal Securi- 
ties Rulemaking board explain, as ap- 


pants with its rules and (E) to carry propriate, how the proposed rule 
out the purposes of Section 17A of change gives effect to the purposes of 
the Act:] the Act with respect to transactions in 
municipal securities effected by brokers, 
dealers, and municipal securities deal- 


[(ii) the ability of any (A) regis- 
tered broker or dealer, (B) other ers. ] 
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[6.] ®4. Self-Regulatory Organization's State- 
ment on<¢4 Burden on Competition 


[Explain any burden on competition to be imposed 
by any proposed rule change. Set forth the basis 
on which the self-regulatory organization has con- 
cluded that any burden on competition imposed by 
the proposed rule change is necessary or appro- 
priate in furtherance of the purposes of the Acct. In 
that connection, respond to comments as to bur- 
dens on competition perceived by members, par- 
ticipants or others who comment on the proposed 
rule change to the self-regulatory organization. ] 


»State whether the proposed rule change will 
have an impact on competition and, if sc, (i) state 
whether the proposed rule change will impose or 
relieve any burden on competition; and (ii) specify 
the particular categories of persons and kinds of 
businesses upon which those burdens will be im- 
posed and the ways in which the proposed rule 
change will affect them. In the case where a pro- 
posed rule change amends an existing rule, state 
whether that existing rule, as amended by that 
proposed rule change, will impose any burden on 
competition. If any impact on competition is not 
believed to be a burden on competition, explain 
why. If any impact on competition is believed to be 
a burden on competition, explain why that burden 
is necessary or appropriate in furtherance of the 
purposes of the Act. In providing those explana- 
tions, set forth and respond in detail to comments 
as to any impact or burden on competition per- 
ceived by any person who has made comments on 
the proposed rule change to the self-regulatory or- 
ganization. 4 


5. ®Self-Regulatory Organization's Statement 
on< Comments Received from Members, 
Participants or Others on Proposed Rule 
Change 


lf comments were received from members of or 
participants in the self-regulatory organization or 
others, summarize the substance of all comments 
received[.] Band respond in detail to any signifi- 
cant issues that those comments raised about the 
proposed rule change. If an issue is summarized 
and responded to in detail under Item 3 or Item 4, 
that response need not be duplicated if appro- 
priate cross reference is made to the place where 
the response can be found.<¢ If comments were 
not or are not to be solicited, so state. 


[7.] ®6.<¢ Extension of Time Periods for Commis- 
sion Action 


State whether the self-regulatory organization 
consents to an extension of the time period speci- 
fied in section 19(b)(2) of the Act and the duration 
of the extension, if any, to which the self- 
regulatory organization consents. 


NOTE: The self-regulatory organization 
may elect to consent to an extension of 
the time periods specified in Section 
19(b)(2) of the Act until it shall file an 
amendment which specifically states the 
time periods specified in Section 
19(b)(2) shall begin to run on the date of 
filing such amendment. 


[8.] ®7.< Basis for Rule Taking, or Being Put 
into, Effect Pursuant to Section 
19(b)(3) 


(a) If a proposed rule change is to take, or to be 
put into, effect, pursuant to Section 19(b)(3), state 
whether the filing is made pursuant to paragraph 
(A) or (B) thereof. 


(b) In the case of paragraph (A) of Section 
19(b)(3), designate that the proposed rule change: 


(i) is a stated policy, practice, or in- 
terpretation with respect to the meaning, 
administration, or enforcement of an 
existing rule, 


(ii) establishes or changes a due, fee, 
or other charge, [or] 


(iii) is concerned solely with adminis- 
tratior. of the self-regulatory organiza- 
tion [.] ® or 


(iv) (A) by its terms does not become 
operative for 60 days after filing with the 
Commission under Section 19(b)(3)(A) 
of the Act, and (B) is concerned solely 
with matters that were the subject of an 
exposure draft circulated, not less than 
30 days before the date of such filing, to 
the Commission, to the appropriate reg- 
ulatory agency, in the case of a regis- 
tered clearing agency for which the 
Commission is not the appropriate reg- 
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ulatory agency, and to all members of, 
or participants in, the self-regulatory 
organization and, in the case of the 
Municipal Securities Rulemaking Board, 
all municipal securities brokers and 
municipal securities dealers, and, during 
that 30-day period, made available on 
written request to other persons, < 


and set forth the basis on which such designation 
is made. 


»(c) For any proposed rule change designated for 
summary effectiveness pursuant to paragraph 
(b)(iv) above, provide a detailed and specific ex- 
planation of any novel, unique, or complex legal or 
policy issues raised by the proposed rule change 
and of any significant impact the change may have 
on persons affected. 


NOTE: If a proposed rule change filed 
for summary effectiveness under para- 
graph (b){iv) above is materially altered 
after the proposed rule change has 
been filed, the 60-day pre-operative 
period will begin to run again. See In- 
struction D. <4 


[(c)] ®(d)< In the case of paragraph (B) of Section 
19(b)(3), set forth the basis upon which the Com- 
mission should, in the view of the self-regulatory 
organization, determine that the protection of in- 
vestors, the maintenance of fair and orderly mar- 
kets or the safeguarding of securities and funds 
requires that the proposed rule change should be 
summarily put into effect by the Commission. 


NOTE: The Commission has the power 
under Section 19(b)(3)(C) of the Act to 
abrogate summarily within sixty days of 
its filling any proposed rule change 
which has taken effect upon filing pur- 
suant to Section 19(b)(3)(A) of the Act, 
or was put into effect by the Commis- 
sion summarily, pursuant to Section 
19(b)(3)(B) of the Act. In exercising its 
summary power under Section 
19(b)(3)(B), the Commission is required 
to make one of the findings described 
above but may not have a full opportu- 
nity to make a determination that the 
proposed rule otherwise is consistent 
with the requirements of the Act and the 
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rules and regulations thereunder. Ac- 
cordingly, the Commission will generally 
exercise its summary power under Sec- 
tion 19(b)(3)(B) on condition that the 
proposed rule change to be declared 
effective summarily shall also be subject 
to the procedures of Section 19(b)(2) of 
the Act. Accordingly, in most cases, a 
summary order under Section 
19(b)(3)(B) shall be effective only until 
such time as the Commission shall enter 
an order, pursuant to Section 
19(b)(2)(A) of the Act, to approve such 
proposed rule change or, depending on 
the circumstances, until such time as 
the Commission shall institute pro- 
ceedings to determine whether to dis- 
approve such proposed rule change or 
alternatively, such time as the Commis- 
sion shall, at the conclusion of such 
proceedings, enter an order, pursuant to 
Section 19(b)(2)(B), approving or disap- 
proving such proposed rule change. 


. Rules Based on Rules of Another Self- 
Regulatory Organization or of the Commis- 
sion 


State whether the proposed rule change is based 
on a rule of either another self-regulatory organi- 
zation or of the Commission, and, if so, identify the 
rule and explain any differences between the pro- 
posed rule change and that rule. In explaining any 
such differences, give particular attention to differ- 
ences between the conduct required to comply 
with the proposed rule change and that required to 
comply with the other rule. 4 


9. Exhibits 
List of Exhibits to be filed: 


1. Form of Notice of Proposed Rule Change for 
> publication in the< Federal Register [, to be in- 
cluded for all proposed rule changes to be consid- 
ered by the Commission pursuant to Section 
19(b)(2)]. B® Amendments to Exhibit 1 should be 
filed in accordance with Instruction D. <4 


2. &(a)< Copies of all comments received in 
connection with consideration of the proposed rule 
change[.] ®, presented in alphabetical order, to- 
gether with an alphabetical listing of such com- 





ments, and (b) any transcript of comments or, if a 
transcript is not available, a summary of comments 
on the proposed rule change made at any public 
meeting. 


3. Current copies of forms, reports, or question- 
naires that are covered by the proviso in Item 
‘1(a).4 


SIGNATURES 


Pursuant to the requirements of the Securities Ex- 
change Ac: of 1934, the self-regulatory organiza- 
tion has duly caused this filing to be signed on its 
behalf by the undersigned thereunto duly au- 
thorized. 





(Self-Regulatory Organization) 


By: 





(Signature)* 
*Print name and title of signer below signature. 
Exhibit [One] ®1< 
SECURITIES AND EXCHANGE COMMISSION 
(Release No. 34- : 
File No. SR- --) 
SELF-REGULATORY ORGANIZATIONS 
[In the matter of] 
Proposed Rule Change By 


(Name of Self-Regulatory Organization) 


> Relating to (brief description of subject matter of 
proposed rule change) 


Comments Requested by: (date*) 








e *To be completed by the Commission. 


General Instructions 
A. Format Requirements 


Leave a 1-inch margin at the top, bottom and right 
hand side, and a 1%2 inch margin at the left hand 
side. Number all pages consecutively. Double 
space all primary text, and singie space lists of 
items, quoted material when set apart from pri- 
mary text, footnotes and notes to tables. 


B. Need for Careful Preparation of Notice 


This notice is intended to provide a meaningful 
opportunity for public comment on the proposed 
rule change. A self-regulatory organization must 
provide all information required in the notice and 
present it in a clear and comprehensible manner. 


*To be completed by the Commission 


It is the responsibility of the self-regulatory organi- 
zation to prepare Items |, Il and III of the notice. 
The Commission cautions the self-regulatory or- 
ganizations to pay particular attention to assure 
that (a) the notice accurately reflects the informa- 
tion provided in the Form 19b-4A it accompanies, 
and (b) the information set forth in the notice pro- 
vides a full and accurate discussion of the relevant 
matters called for to afford interested parties an 
opportunity to comment without having to examine 
other documents. 


The Commission may, in its discretion, at any time 
before the Commission issues a notice of filing, 
return to the self-regulatory organization any filing 
in which the notice does not comply with the re- 
quirements of Form 19b-4A, including the re- 
quirements applicable to the notice. Any such filing 
returned by the Commission shall for all purposes 
be deemed not to have been filed with the Com- 
mission. See Instruction B to Form 19b-4A. 





Pursuant to Section 19(b)(1) of the Securities Ex- 
change Act of 1934, 15 U.S.C. 78s(b)(1), [as 
amended by Pub. L. No. 94-29, 16 (June 4, 
1975),] notice is hereby given that on 
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(date ®*<), the [above-mentioned] ®(name of< 
self-regulatory organization>)< filed with the se- 
curities and Exchange Commission [a]>the< pro- 
posed rule change as [follows:] described in 
Items |, Il and Ill below, which have been prepared 
by the self-regulatory organization. The Commis- 
sion is publishing this notice to solicit comments 
on the proposed rule change from interested per- 
sons. 


1. Self-Regulatory Organization’s <Statement 
of [the] Terms of Substance of the Proposed 
Rule Change 


(Supply a brief statement of the terms of sub- 
stance of the proposed rule change and [attach] > 
include the text of the proposed rule change as 
an exhibit ® to the notice. If the proposed rule 
change is relatively brief, a separate statement 
need not be prepared, and the text of the proposed 
rule change may be inserted in lieu of the state- 
ment of the terms of substance. PIf the proposed 
rule change amends an existing rule, indicate 
changes in the rule by brackets for words to be 
deleted and underscores for words to be added. 4) 


> Il. Self-Regulatory Organization’s < State- 
ment of [Basis and] Purpose P and 
Statutory Basis of Proposed Rule 
Change< 


[The basis and purpose of the foregoing proposed 
rule change is as follows:] 


> In its filing with the Commission, the self- 
regulatory organization included the following 
statements concerning the purpose and basis of 
the proposed rule change and discussed com- 
ments it received on the proposed rule change. 
Such statements are reproduced in sections (A), 
(B) and (C) below. 4 


(Reproduce the ® headings and < answers to 
Items 3, 4, ® and <5 [and 6] of Form 19b-4A b> 
re-designating them as (A), (B) and (C), respect- 
ively 4.) 





»*To be completed by the Commission. This date 
will be the date on which the Commission issues 


its notice of filing. See Instruction B to Form 
19b-4A. 4 
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Pill. Date of Effectiveness of Proposed Rule 
Change, and Timing for Commission Ac- 
tion< 


(If the proposed rule change is to be considered by 
the Commission pursuant to Section 19(b)(2), the 
following paragraph should be used.) 


Within 35 days of the date of publication of this 
notice in the Federal Register, or within such 
longer period (i) as the Commission may desig- 
nate up to 90 days of such date if it finds such 
longer period to be appropriate and publishes its 
reasons for so finding or (ii) as to which the 
above-mentioned self-regulatory organization con- 
sents, the Commission will: 


(A) by order approve such proposed rule change, 
or 


(B) institute proceedings to determine whether the 
proposed rule change should be disapproved. 


(If the proposed rule change is to take, or to be put 
into, effect [,] pursuant to Section 19(b)(3)», other 
than pursuant to subparagraph (b)(4) of Rule 
19b-4, the following paragraph should be used.) 


The foregoing rule change has become effective([, | 
pursuant to Section 19(b)(3) of the Securities Ex- 
change Act of 1934. At any time within [sixty] 
»60< days of the filing of such proposed rule 
change, the Commission may summarily abrogate 
such rule change if it appears to the Commission 
that such action is necessary or appropriate in the 
public interest, for the protection of investors, or 
otherwise in furtherance of the purposes of the 
Securities Exchange Act of 1934. 


> (If the proposed rule change is to take effect 
pursuant to subparagraph (b)(4) of Rule 19b-4, the 
following paragraph should be used.) 


The foregoing rule change will become operative 
on (date*) pursuant to Section 19(b)(3) of the Se- 
curities Exchange Act of 1934 and subparagraph 
(b)(4) of Rule 19b-4 thereunder, 17 CFR 
240.19b-4. At any time before that date, the Com- 
mission may summarily abrogate the rule change 
if it appears to the Commission that such action is 





“To be completed by the Commission. 





necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in fur- 
therance of the purposes of the Securities Ex- 
change Act of 1934. In its filing with the Commis- 
sion, the self-regulatory organization provided an 
explanation of any novel, unique, or complex legal 
or policy issues that the proposed rule change 
raises and of any significant impact it may have on 
persons affected. That explanation is reproduced 
below. 


(Reproduce the response to Item 7(c) of Form 
19b-4A.) 


PIV. Solicitation of Comments <4 


Interested persons are invited to submit written 
data, views and arguments concerning the 
foregoing. Persons desiring to make written sub- 
missions should file 6 copies thereof with the Sec- 
retary [of the Commission], Securities and Ex- 
change Commission, ® 500 North Capitol Street, 4 
Washington, D.C. 20549. Copies of the [filing with 
respect to the foregoing and all written submis- 
sions] ® submission, all subsequent amendments, 
all written statements with respect to the proposed 
rule change that are filed with the Commission, 
and of all written communications relating to the 
proposed rule change between the Commission 
and any person, other than those that may be 
withheld from the public in accordance with the 
provisions of 5 U.S.C. §552, ® will be available for 
inspection and copying in the ® Commission's< 
Public Reference ® Section <¢ [Room], 1100 L 
Street, N.W., Washington, D.C. Copies of such fil- 
ing will also be available for inspection and copy- 
ing at the principal office of the above-mentioned 
self-regulatory organization. All submissions 
should refer to the file number referenced in the 
caption above and should be submitted [within 
(number of days) of the date of this publication] » 
on or before (date*) 4. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


Secretary 


> Dated: (*) 





e > * To be completed by the Commission 


(Instructions for Exhibit 1: 


1. Submit on bond paper or photocopy which is 
exactly 8 x 10-2 inches in size. Leave a 1-inch 
margin at the top, bottom, and right side and a 1% 
inch margin at left. Number all pages consecu- 
tively. 


2. Double space all primary text. Single space lists 
of items, quoted material when set apart from reg- 
ular text, footnotes and notes to tables. 


3. Blanks in form with respect to release numbers 
and length of comment period will be completed by 
the Commission. ] 


* * 


[§249.819b Form 19b-4B, for giving notice as to 
stated policies, practices and interpretations of 
self-regulatory organizations. | 


By the Commission. 


George A. Fitzsimmons 
Secretary 





May 18, 1979. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15839/May 18, 1979 


Delegation of Authority to the Director of the Divi- 
sion of Market Regulation 


AGENCY: Securities and Exchange Commission. 
ACTION: Final rule. 

SUMMARY: The Commission is amending its rules 
of general organization to delegate to the Director 
of the Division of Market Regulation authority to 


extend the period for Commission action on pro- 


SEC DOCKET/687 





posed rule changes filed by self-regulatory organi- 
zations. 


EFFECTIVE DATE: Upon publication in the Fed- 
eral Register. 


FOR FURTHER INFORMATION CONTACT: 


Susan Davis, Esq. 

Office of Chief Counsel 

Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street 

Washington, D.C. 20549 

(202) 755-7610 


SUPPLEMENTARY INFORMATION: 


Section 19(b)(2) of the Securities Exchange Act of 
1934 (the “Act’) requires the Commission, within 
35 days from the date of publication of notice of 
the filing of a proposed rule change by a self- 
regulatory organization,' either (i) to approve, by 
order, the proposed rule change, or (ii) to institute 
proceedings to determine whether the proposed 
rule change should be disapproved. The Commis- 
sion may extend, for a period not exceeding 90 
days from the date of publication of notice of the 
filing, the time within which to take either action if 
the Commission finds the extension to be appro- 
priate and publishes its reasons for so finding. 


The 35-day period often does not provide the 
Commission's staff with sufficient time to review 
and recommend appropriate action on proposed 
rule changes that raise substantial legal or policy 
issues, particularly in light of the requirements im- 
posed by the Government in the Sunshine Act.? 
The preparation of recommendations to the Com- 





Section 19(b)(1) of the Act defines the term 
“proposed rule change” to mean “any proposed 
rule or any proposed change in, addition to, or 
deletion from the rules of . . . [a] selfregulatory or- 
ganization.” 


2Sec. 3 (a), Pub. L. 94-409, 90 Stat. 1241 (5 
U.S.C. 552b). 
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mission that it extend the time for Commission ac- 
tion on proposed rule changes requires staff time 
that could be devoted to analyzing the substantive 
issues of proposed rule changes. Accordingly, the 
Commission, acting pursuant to the Act of August 
20, 1962, Pub. L. No. 87-592, 76 Stat. 394 (15 
U.S.C. 78d-1, 78d-2), hereby amends Section 
200.30-3 (17 CFR 200.30-3) of the Commission's 
rules relating to general organization by adding a 
new paragraph (a)(31) to delegate to the Director 
of the Division of Market Regulation authority to 
grant those extensions of time.® 


The Commission finds, in accordance with 5 
U.S.C. 553(b)(A) and 5 U.S.C. 533(d) of the Ad- 
ministrative Procedure Act, that the foregoing ac- 
tion relates solely to a rule of agency organization, 
procedure, or practice and does not relate to a 
substantive rule. Accordingly, the foregoing action 
becomes effective immediately upon publication in 
the Federal Register. In addition, the Commission 
finds that the foregoing action does not impose 
any burden on competition. 


Part 200 of Title 17 of the Code of Federal Regu- 
lation is amended by adding paragraph (a)(31) to 
§200.30-3, as follows: 


§200.30-3 Delegation of authority to Director of 
Division of Market Regulation 


m**” 


(31) Pursuant to Section 19(b)(2) of the Act, 15 
U.S.C. 78s(b)(2), to extend for a period not ex- 
ceeding 90 days from the date of publication of 
notice of the filing of a proposed rule change pur- 
suant to Section 19(b)(1) of the Act, 15 U.S.C. 
78s(b)(1), the period during which the Commission 
must by order approve the proposed rule change 
or insititute proceedings to determine whether the 
proposed rule change should be disapproved. 





3 Authority to extend the period for Commission 
action on a proposed rule change would include 
authority to publish reasons for finding the exten- 
sion to be appropriate. 





(Pub. L. 87-592, 76 Stat. 394 (15 U.S.C. 78d-1, 
78d-2)). 


* 


By the Commission. 


George A. Fitzsimmons 
Secretary 





May 18, 1979. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15840/May 21, 1979 


A notice has been issued giving interested per- 
sons until June 22 to comment on the application 
requesting withdrawal of the common stock ($.01 
par value) of AUTOMATED MEDICAL LABORA- 
TORIES, INC. from listing and registration on the 
BOSTON STOCK EXCHANGE, INC. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15841/May 22, 1979 


An order has been issued granting the application 
of the NEW YORK STOCK EXCHANGE, INC. to 
strike the common stock ($5 par value) of 
BULOVA WATCH COMPANY, INC. from listing 
and registration thereon. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15842/May 22, 1979 

Admin. Proc. File No. 3-4970 

In the Matter of the Application of 


STIX & CO., INC. 
319 North Fourth Street 
St. Louis, Missouri 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER SETTING ASIDE ACTION OF REGIS- 
TERED SECURITIES ASSOCIATION 


On September 2, 1976, we issued an opinion in 
this matter affirming the finding of the National As- 
sociation of Securities Dealers, Inc. (“NASD”) that 
Stix & Co., Inc., an NASD member, had engaged 
in conduct inconsistent with just and equitable 
principles of trade.’ Stix had refused to honor an 
assertedly defective arbitration award in favor of 
Robert E. Schoor, a former Stix vice president, but 
had taken no action seeking to vacate the award. 


Despite our affirmance of the NASD’s finding of 
violation, we concluded that fairness required that 
Stix be given another chance to resolve its con- 
troversy with Schoor. Our conclusion was based 
on the fact that this was the first case in which we 
had dealt with the NASD’s arbitration code and 
interpreted the enforcing resolution of its Board of 
Governors, and on the fact that Stix’s conduct was 
based on the advice of counsel. 


We accordingly stayed the NASD’s action for 30 
days. We provided that if, within that period, Stix 
paid Schoor the sum awarded by the arbitrators, 
the NASD’s sanctions and costs would be set 
aside. We further provided that if, within that 
period, Stix instead sought judicial relief, imposi- 
tion of the NASD’s sanctions and costs would be 
further stayed, and we would reserve jurisdiction 
“to take the remedial action, if any, that the out- 
come of the judicial proceedings leads us to con- 
sider appropriate.” 2 


Stix chose to seek a court order vacating the arbi- 
tration award, and its efforts proved successful. On 
March 13, 1979, the Missouri Court of Appeals is- 
sued an opinion upholding Stix’s contention that 
the arbitration award was improper because it 
failed to dispose of all the issues properly sub- 
mitted. The Court reversed a lower court's deci- 
sion, and remanded the case to that court with di- 
rections to vacate the arbitration award and order 





' Stix & Co., Inc., Securities Exchange Act Re- 
lease No. 12760, 10 SEC Docket 355. 


210 SEC Docket at 356. 
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the matter resubmitted to arbitration for resolution 
of the undecided issues. 


In light of the foregoing, we conclude that the im- 
position of any sanction in this matter would be 
excessive and oppressive.* We shall therefore set 
aside the sanctions imposed by the NASD, to- 
gether with the Association’s assessment of costs. 


Accordingly, IT |S ORDERED that the disciplinary 
action taken by the National Association of Securi- 
ties Dealers, Inc. against Stix & Co., Inc., and the 
Association's assessment of costs, be, and they 
hereby are, set aside. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15843/May 22, 1979 


Administrative Proceeding File No. 3-5557 
In the Matter of 
THOMAS J. CONNELLY, JR. Ill 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In this administrative proceeding ordered pursuant 
to the Securities Exchange Act of 1934 (‘‘Ex- 





3 Stix & Co., Inc. v. Robert E. Schoor, No. 39968. 


4 Moreover, as noted in our prior opinion, the inde- 
finite suspension imposed on Stix by the NASD 
was contrary to the Association’s rules, and thus 
beyond its power to impose. 
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change Act’), Respondent Thomas J. Connelly, 
Jr. Ill has submitted an Offer of Settlement that the 
Commission has determined to accept. Solely for 
the purpose of settling these proceedings and 
without admitting or denying the allegations con- 
tained in the Order for Proceedings, Thomas J. 
Connelly, Jr. Ill consents to the findings and sanc- 
tions set forth below.2 


On the basis of the Order for Proceedings and his 
Offer of Settlement, it is found that Thomas J. 
Connelly, Jr. III wilfully violated and wilfully aided 
and abetted violations of Sections 9(a)(2), 10(a) 
and 10(b) of the Exchange Act and Rules 10a-1 
and 10b-5 thereunder, and wilfully aided and 
abetted violations of Section 15(b) of the Ex- 
change Act and Rules 15b1-1 and 15b3-1 there- 
under, as alleged in the Order for Proceedings. 


In view of the foregoing, it is in the public interest 
to impose the sanction specified in the Offer of 
Settlement. 


Accordingly, IT IS ORDERED that effective on the 
date of this Order, Thomas J. Connelly, Jr. Ill be, 
and he hereby is, barred from being associated 
with any broker, dealer, investment company, or 
investment adviser, provided that after a period of 
five years from the date of this order Thomas J. 
Connelly, Jr. Ill may apply to the Commission to 
become associated with the foregoing entities. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








1 In the Matter of Chicago Financial partnership, et 
al. instituted on September 28, 1978. 


2 The findings herein are not binding on any other 
respondent named in these proceedings. 





Securities Exchange Act of 1934 
Release No. 15844/May 22, 1979 


Administrative Proceeding File No. 3-5715 
Great Southwest Corporation 

File No. 81-471 

Application Pursuant to Section 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application 
filed by Great Southwest Corporation (the ‘‘Appli- 
cant’), pursuant to Section 12(h) of the Securities 
Exchange Act of 1934, for an order exempting the 
Applicant from the provisions of Sections 13 and 
15(d) of that Act. 


The Applicant was originally organized under the 
laws of the State of Deleware. On December 22, 
1978, Pennsylvania Company (‘‘Pennco”’) became 
the sole shareholder of the Applicant when it ac- 
quired 100% of Applicant’s outstanding equity se- 
curities as a result of a merger of the Applicant 
with and into a wholly owned subsidiary of 
Pennco. Pennco is a wholly owned subsidiary of 
The Penn Central Corporation, formerly known as 
Penn Central Transportation Company, which on 
October 24, 1978, consumated a Reorganization 
Plan under Section 77 of the Federal Bankruptcy 
Act. The terms of the merger provided that each 
share of common stock of the Applicant not held 
by Pennco was converted into the right to receive 
in cash the amount of $19.00. The holders of such 
shares do not have any continuing interest in, or 
rights as shareholders of the Applicant, Pennco, or 
Pennco’s subsidiary. Thirteen persons holding 
1442 shares of common stock have taken the ac- 
tions required under Deleware law in order to dis- 
sent from the merger and demand a judicial ap- 
praisal of their shares. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15845/May 22, 1979 


Administrative Proceeding File No. 3-5722 


In the Matter of 


AMIC Corporation 
File No. 81-482 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
AMIC Corporation (the ‘‘Applicant’) pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, for an order exempting the Applicant from 
the provisions of Sections 13 and 15(d) of that Act. 


Pursuant to a merger effected on January 11, 
1979, the Applicant was merged with a subsidiary 
of Merrill Lynch and Co., Inc. and each outstand- 
ing share of the Applicant's common stock was 
exchanged for a right to receive $26.75 principal 
amount of 834% installment notes of Merrill Lynch, 
or such amount in cash. As a result of this merger, 
the Applicant has become a wholly-owned sub- 
sidiary of Merrill Lynch and no longer has any pub- 
lic shareholders. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15846/May 22, 1979 


Administrative Proceeding File No. 3-5709 

In the Matter of 

Cosco, Inc. 

File No. 81-502 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Cosco, Inc. (the “Applicant’”) pursuant to Section 
12(h) of the Securities Exchange Act of 1934, as 
amended (the “1934 Act’), for an order exempting 
the Applicant from the provisions of Sections 13 
and 15(d) of the 1934 Act. 


On February 28, 1978, the Applicant became a 
wholly-owned subsidiary of Walter Kidde & Com- 
pany, Inc. and there is no trading in Applicant's 
securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15847/May 22, 1979 


Administrative Proceeding File No. 3-5726 
In the Matter of 
FALCON SEABOARD INC. (81-524) 


Application pursuant to Section 12(h) of The 1934 
Act 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Falcon Seaboard Inc. (the “Applicant’’) pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, for an order exempting the Applicant from 
the reporting requirements of Section 13 and 15(d) 
of that Act. 


The Applicant is now a wholly-owned subsidiary of 
Diamond Shamrock Corporation as the result of a 
merger. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15848 / May 22, 1979 


Administrative Proceeding File No. 3-5708 

In the Matter of 

DEL MONTE CORPORATION 

File No. 81-494 

Application Pursuant to Section 12(h) 

The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Del Monte Corporation (‘Applicant’), pursuant to 
Section 12(h) of the Securities Exchange Act of 


1934, for an order exempting Applicant from the 
provisions of Section 15(d) of that Act. 


The Applicant, which was merged into Reynolds 
Merger Corp., a wholly-owned subsidiary of R.J. 
Reynolds Industries, Inc., on February 2, 1979, no 
longer has any publicly held securities. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15849 / May 22, 1979 


Administrative Proceeding File No. 3-5705 
In the Matter of 
UARCO INCORPORATED 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979, to request a hearing on an application by 
Uarco Incorporated (‘‘Applicant’’), pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, for an order exempting Applicant from filing 
periodic reports pursuant to Section 15(d) of that 
Act. On February 1, 1979, Applicant became a 
wholly-owned subsidiary of City Investing Com- 
pany as the result of a merger. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15850 / May 22, 1979 


Administrative Proceeding File No. 3-5645 
In the Matter of 


LEGGETT & PLATT, Incorporated, on behalf of 
Leggett Wire Company, successor to Adcom Met- 
als Company, Inc. 


File No. 81-454 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested person until June 
12, 1979 to request a hearing on an application by 
Leggett & Platt Incorporated (“LPI”), on behalf of 
Leggett Wire Company (““LWC’’), successor to 
Adcom Metals Company, Inc. (““AMCI’”), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, for a order exempting LWC from the provi- 
sions of Sections 13 and 15(d) of that Act. On May 
31, 1978, upon the approval of both board of di- 
rectors, Leggett & Platt Metals Company 
(“LPMC’), a wholly-owned subsidiary of LPI, was 
merged with AMCI. The minority shareholders of 





AMCI received cash for each share of AMCI’s 
common stock held. After the merger of AMCI into 
LPMC, LPI was the sole shareholder of the sur- 
viving corporation which was subsequently named 
LWC. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15851 / May 22, 1979 


Administrative Proceeding File No. 3-5691 

In the Matter of 

JENN-AIR CORPORATION 

File No. 81-488 

APPLICATION PURSUANT TO SECTION 12(h) 
The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Jenn-Air Corporation (the ‘“Applicant’) pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, as amended (the “1934 Act’), for an order 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of the 1934 Act. 

On January 15, 1979, the Applicant became a 


wholly-owned subsidiary of Carrier Corporation, 
and there is no trading in Applicant’s securities. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15852 / May 22, 1979 


Administrative Proceeding File No. 3-5719 


Koppers Company, Inc., successor to Ivy Cor- 
poration 


File No. 81-514 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Koppers Company, Inc. (“Koppers’’), successor to 
lvy Corporation (“Ivy”), pursuant to Section 12(h) 


of the Securities Exchange Act of 1934, for a order 
exempting Ivy from the provisions of Sections 13 
and 15(d) of that Act. 


Upon the approval of Ivy’s shareholders, Ivy was 
merged with the wholly-owned subsidiary of Kop- 
pers on January 24, 1979 and each outstanding 
share of lvy common stock was converted into a 
fraction of a share of Koppers common stock. 


SECURITIES AND EXCHANGE COMMISSION 
Release No. 15853 / May 22, 1979 


Administrative Proceeding File No. 3-5716 

In the Matter of 

GREEN GIANT COMPANY 

APPLICATION PURSUANT TO SECTION 12(h) 
The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Green Giant Company (the “Applicant’) pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, as amended (the “1934 Act”), for an order 
exempting the Applicant from the provisions of 
Sections 13 and 15(d) of the 1934 Act. 

On March 9, 1979, the Applicant became a 
wholly-owned subsidiary of The Pillsbury Com- 


pany and there is no trading in Applicant's securi- 
ties. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15854 / May 22, 1979 


Administrative Proceeding File No. 3-5710 

In the Matter of 

SKIL CORPORATION 

APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
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Skil Corporation pursuant to Section 12(h) of the 
Securities Exchange Act of 1934, as amended (the 
“1934 Act’), for an order exempting the Applicant 
from the provisions of Section 13 of the 1934 Act. 


On March 23, 1979, the Applicant was merged into 
a wholly owned subsidiary of Emerson Electric 
Co., Inc. (‘Emerson’). As a result of the merger, 
Emerson is the sole stockholder and has assumed 
the obligation to fulfill reporting requirements for 
the Applicant's debentures. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15855 / May 22, 1979 


Administrative Proceeding File No. 3-5720 
In the Matter of 


UNION CARBIDE INTERNATIONAL CAPITAL 
CORPORATION 


File No. 81-517 
APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Union Carbide International Capital Corporation 
(the “Applicant’), pursuant to Section 12(h) of the 
Securities Exchange Act of 1934 (the “1934 Act’), 
for a order exempting it from the provisions of 
Sections 13 and 15(d) of that Act. The Applicant, a 
wholly-owned subsidiary of Union Carbide Corpo- 
ration (“Union Carbide’’), has only one class of se- 
curities registered under the 1934 Act, 4%% 
Guaranteed Debentures due 1982, which are un- 
conditionally guaranteed by Union Carbide and are 
convertable into common stock of Union Carbide. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15856 / May 22, 1979 


Administrative Proceeding File No. 3-5730 
In the Matter of 
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VAPOR CORPORATION 


NOTICE OF APPLICATION PURSUANT TO SEC- 
TION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application by 
Vapor Corporation (the “Applicant’), pursuant to 
Section 12(h) of the Securities Exchange Act of 
1934, for an order exempting Applicant from the 
reporting provisions of Section 15(d) of that Act. 


Pursuant to a statutory merger effected on Sep- 
tember 15, 1978, a wholly owned subsidiary of 
Brunswick Corporation (“Brunswick”) was merged 
with and into Applicant. As a result of this merger, 
Applicant is now a wholly owned subsidiary of 
Brunswick and no longer has any public share- 
holders. In view of these facts, Applicant believes 
that the preparation and filing of the additional re- 
ports required by Section 15(d) would entail addi- 
tional expense not justified by the disclosure gen- 
erated. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15857 / May 22, 1979 


Administrative Proceeding File No. 3-5714 
In the Matter of 
MOULDINGS, INC. 


File No. 81-453 


APPLICATION PURSUANT TO SECTION 12(h) 


The Securities and Exchange Commission has is- 
sued a notice giving interested persons until June 
12, 1979 to request a hearing on an application 
filed by Mouldings, Inc. (the Applicant’), pursuant 
to Section 12(h) of the Securities Exchange Act of 
1934, for an order exempting the Applicant from 
the provisions of Sections 13 and 15(d) of that Act. 


The Applicant was originally organized under the 
laws of the state of Oregon. On November 21, 
1978, MLG Corporation (a corporation owned by 
Mr. and Mrs. James Rash, the majority sharehold- 
ers of the Applicant) was merged into the Appli- 





cant. As a result of the merger, the Applicant be- 
came wholly owned by Mr. and Mrs. Rash. The 
remaining shareholders became entitled to receive 
$3.25 per share of common stock in cash and their 
shares were cancelled. One person holding 300 
shares of common stock has taken the actions re- 
quired under Oregon law in order to dissent from 
the merger and demand a judicial appraisal of his 
shares. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15858 / May 22, 1979 


In the Matter of 


Philadelphia Stock Exchange, Inc. 
17th Street and Stock Exchange Place 
Philadelphia, Pa. 19103 


(SR-Phix-79-3) 


ORDER APPROVING PROPOSED RULE 
CHANGE 


On March 30, 1979, the Philadelphia Stock Ex- 
change, Inc. (the “Phix’’) filed with the Commis- 
sion, pursuant to Section 19(b)(1) of the Securities 
Exchange Act of 1934, 15 U.S.C. 78(s)(b)(1) (the 
“Act’’) and Rule 19b-4 thereunder, copies of a 
proposed rule change which would rescind Phix 
Rules 651 and 653, and amend Phix Rule 652. 
Under the proposal, member firms would no longer 
be required to submit advertising or radio broad- 
casting material to the Phix prior to publication, but 
would be required to have prior approval by a 
member, general partner, or holder of voting stock 
in a member organization of all advertising, re- 
search reports, market letters or sales literature 
issued by such member organization.' The stand- 
ards relating to the content of such material con- 
tinue to be applicable. 


Notice of the proposed rule change together with 
the terms of substance of the proposed rule 





1The provisions of Phix Rule 652, as amended, 
apply only to member firms’ public communica- 
tions with respect to equity securities. Advertise- 
ments, market letters and other literature issued 
by members pertaining to options are governed by 
Phix Rule 1049. 


change was given by publication of a Commission 
Release (Securities Exchange Act Release No. 
34-15712, April 10, 1979) and by publication in the 
Federal Register (44 FR 22865, April 17, 1979). 
No comments were received with respect to the 
proposed rule filing. 


The Commission finds that the proposed rule 
change is consistent with the requirements of the 
Act and the rules and regulations thereunder ap- 
plicable to national securities exchanges, and in 
particular, the requirements of Section 6(b) and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Sec- 
tion 19(b)(2) of the Act, that the above-mentioned 
proposed rule change be, and it hereby is, ap- 
proved. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15859/May 23, 1979 


An order has been issued granting the application 
of the American Stock Exchange, Inc. to strike the 
common stock (par value $.10) of PIEDMONT IN- 
DUSTRIES, INC. from listing and registration 
thereon. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15860/May 23, 1979 


NOTICE OF FILING OF AN APPLICATION FOR 
REGISTRATION OF A CLEARING AGENCY 
UNDER SECTIONS 17A AND 19(a) OF THE SE- 
CURITIES EXCHANGE ACT OF 1934 (the “ACT”’) 
AND PURSUANT TO SUBPARAGRAPH (c) (1) 
OF RULE 17Ab2-1 UNDER THE ACT (File No. 
600-17) 


The Philadelphia Depository Trust Company has 
filed an application to become a registered clear- 
ing agency under Sections 17A and 19(a) of the 
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Securities Exchange Act of 1934 (the ‘“Act”) and 
pursuant to subparagraph (c) (1) of Rule 17Ab2-1 
under the Act (17CFR 240.17Ab2-1(c)(1)). The 
Philadelphia Depository Trust Company intends to 
engage in the business of holding, receiving and 
delivering securities and of making book entry 
movements with respect to the delivery and/or 
pledge of securities. 


Within ninety days of the date of publication of this 
notice in the Federal Register, or within such 
longer period as to which the applicant consents, 
the Commission will, in accordance with Section 
19(a) of the Act: 


(A) by order grant such registration, or 


(B) institute proceedings to determine 
whether registration should be de- 
nied. 


Pursuant to subparagraph (c) (1) of Rule 17Ab2-1 
under the Act, if requested by an applicant, the 
Commission may grant the applicant registration 
as a clearing agency in accordance with Sections 
17A(b) and 19(a) (1) of the Act, but exempt the 
applicant from one or more of the requirements as 
to which the Commission is directed to make a 
determination pursuant to subparagraphs (A)-(I) of 
Section 17A(b)(3) of the Act. Registration pursuant 
to subparagraph (c)(1) of Rule 17Ab2-1 shall not 
be effective for more than eighteen (18) months 
from the date on which registration is made effec- 
tive by the Commission. 


Subparagraph (c)(2) of Rule 17Ab2-1 requires 
that, in the case of any clearing agency registered 
in accordance with subparagraph (c)(1) of Rule 
17Ab2-1, the Commission, not later than nine 
months from the date such registration is made 
effective, will either grant registration without 
exempting the registrant from one or more of the 
requirements as to which the Commission is di- 
rected to make a determination pursuant to sub- 
paragraphs (A)-(l) of Section 17A(b)(3) of the Act 
or will institute proceedings to determine whether 
registration should be denied at the expiration of 
18 months. 


Interested persons are invited to submit written 
data, views and arguments concerning the 
foregoing applications within six weeks from the 
date of publication of this notice in the Federal 
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Register. Such written data, views and arguments 
will be considered by the Commission in granting 
registration or instituting proceedings to determine 
whether registration should be denied in accord- 
ance with Section 19(a) of the Act and subpara- 
graph (c)(2) of Rule 17Ab2-1. Persons desiring to 
make written submissions should file six copies 
thereof with the Secretary of the Commission, Se- 
curities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Refer- 
ence should be made to File Number 600-17. 


Copies of the application and of all written com- 
ments will be available for inspection at the Secu- 
rities and Exchange Commission’s Public Refer- 
ence Room, 1100 L Street, N.W., Washington, 
D.C. 20006. 


For the Commission by the Division of Market 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15861/May 23, 1979 


SEE 

SECURITIES ACT OF 1933 

Release No. 6069/May 23, 1979 
SECURITIES EXCHANGE ACT OF 1934 
Release No. 15862/May 23, 1979 
Administrative Proceeding File No. 3-5685 


In the Matter of 


P. R. MALLORY & CO. INC. 
File No. 81-484 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission issued 
an order granting the application of P. R. Mallory & 





Co. Inc., pursuant to Section 12(h) of the Securi- 
ties Exchange Act of 1934, as amended (the 
“1934 Act’), for an exemption from the reporting 
requirements of Sections 13 and 15(d) of the 1934 
Act. 


On Apr. 11, 1979 a notice was issued on the filing 
of said application giving interested persons an 
opportunity to request a hearing and stating that 
an order granting the application might be issued 
upon the basis of the information stated therein 
unless a hearing should be ordered. No request 
for a hearing has been filed and the Commission 
has not ordered a hearing. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15863/May 23, 1979 


Administrative Proceeding File No. 3-5696 


In the Matter of 


D.L. SASLOW CO., INC. 
(81-498) 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12 (h) OF THE 1934 ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of D.L. 
Saslow Co., Inc. (the ‘‘Applicant’’), a Delaware 
corporation, pursuant to Section 12(h) of the Secu- 
rities Exchange Act of 1934 for an exemption from 
the reporting requirements of Sections 13 and 
15(d) of the Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the 1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15864/May 23, 1979 


Administrative Proceeding File No. 3-5687 


In the Matter of 


YOUNKER BROTHERS, INC. 
File No. 81-474 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of Younker 
Brothers, Inc., pursuant to Section 12(h) of the Se- 
curities Exchange Act of 1934, as amended (the 
“1934 Act’), for an exemption from the reporting 
obligations of Sections 13 and 15(d) of the 1934 
Act. 


The matter having been considered, it is found that 
the requested exemption is appropriate, in the 
public interest, and consistent with the protection 
of investors and the purposes fairly intended by 
the policy and provisions of the 1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15865/May 23, 1979 


Administrative Proceeding File No. 3-5661 


In the Matter of 


WERNER CONTINENTAL, INC. 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of Werner 
Continental, Inc. (‘Applicant’), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for 
an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 
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It appears to the Commission that the requested 
exemption is appropriate, in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the 1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15866/May 23, 1979 


Administrative Proceeding File No. 3-5672 
In the Matter of 
HANES CORPORATION 


ORDER GRANTING APPLICATION PURSUANT 
TO SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has is- 
sued an order granting the application of Hanes 
Corporation (‘‘Applicant’’), pursuant to Section 
12(h) of the Securities Exchange Act of 1934, for 
an exemption from the reporting requirements of 
Sections 13 and 15(d) of that Act. 


On Apr. 10, 1979, a notice was issued on the filing 


of said application giving interested persons an 
opportunity to request a hearing and stating that 
an order disposing of the application might be is- 
sued upon the basis of the information stated 
therein unless a hearing should be ordered. No 
request for a hearing has been filed and the Com- 
mission has not ordered a hearing. 


The matter having been considered, it appears to 
the Commission that the requested exemption is 
appropriate, in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the 
1934 Act. 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 15867/May 23, 1979 


PART 240—GENERAL RULES AND REGULA- 
TIONS, SECURITIES EXCHANGE ACT OF 1934 


PART 249—FORMS, SECURITIES EXCHANGE 
ACT OF 1934 
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Amendments to the Lost and Stolen Securities Pro- 
gram 


AGENCY: Securities and Exchange Commission 
ACTION: Final Rules 


SUMMARY: The Commission today adopted 
amendments to the Lost and Stolen Securities 
Program (the “Program’’) which establish registra- 
tion provisions for all reporting institutions subject 
to Section 17(f)(1) of the Securities Exchange Act 
of 1934 (the ‘“Act’’), except brokers and dealers 
whose only business is conducted on a national 
securities exchange and who do not conduct a 
public business, and brokers and dealers who limit 
their business to sales of variable contracts or lim- 
ited partnerships. These amendments also create 
a central data base of reported securities thefts 
and losses; incorporate into the section the tem- 
porary pilot period exemptions from reporting and 
inquiry; establish an exemption from required in- 
quiry for bearer securities received by a reporting 
institution directly from a customer to whom it had 
previously sold the securities; and incorporate 
staff interpretations extending the exemption from 
required inquiry to securities received from a “cer- 
tificate drop” and from a Federal Reserve Bank or 
Branch. In addition, this release sets forth modifi- 
cations to the Commission’s reporting form, Form 
X-17F-1A, and a conforming amendment to sec- 
tion 17a-3. 


EFFECTIVE DATE: July 1, 1979. 


FOR FURTHER INFORMATION CONTACT: Gre- 
gory C. Yadley, Branch Chief, Division of Market 
Regulation, Securities and Exchange Commission, 
Washington, D.C. 20549, telephone 202-376- 
8129. 


SUPPLEMENTARY INFORMATION: The Securi- 
ties and Exchange Commission today announced 
the adoption of various amendments and modifi- 
cations to §240.17f-1 and the Lost and Stolen Se- 
curities Program based on public comments re- 
ceived in response to Securities Exchange Act 
Release Nos. 15015’ and 15683.2 





143 FR 34790 (August 7, 1978), hereinafter cited 
as “Release No. 34-15015.” 


2 44 FR 20614 (April 5, 1979), hereinafter cited as 
“Release No. 34-15683.” 





BACKGROUND 


On August 5, 1977, the Commission adopted 
§240.17f-1° implementing Section 17(f)(1) of the 
Act which mandated the establishment of a securi- 
ties reporting and validation system. On January 2, 
1978, the system for the processing of reports and 
inquiries became fully operational.* 


In order to monitor the effectiveness of the section 
and the system designed to carry out the Program, 
the Commission determined that the Program 
should be instituted initially on a pilot basis, 
through December 31, 1978. 


On July 31, 1978, the Commission issued Release 
No. 34-15015, soliciting public comments con- 
cerning the operation of the Program and an- 
nouncing its intention to engage in proposed 
rulemaking. 5 





3 Securities Exchange Act Release No. 13832, 42 
FR 41022 (August 12, 1977), hereinafter cited as 
“Release No. 34-13832.” 


4 The Commission determined that it would be ap- 


propriate to designate another person, as per- 
mitted by the statute, to receive and process re- 
ports and inquiries made pursuant to the section 
on behalf of the Commission. Accordingly, the 
Commission solicited plans from persons in- 
terested in acting as the Commission’s designee 
and, after analysis of the submissions, designated 
Securities Information Center, Inc. (‘SIC’), of 
Wellesley Hills, Massachusetts, to maintain and 
operate the data base of missing, lost, counterfeit 
or stolen securities on its behalf, through the pilot 
period ending December 31, 1978. Securities Ex- 
change Act Release No. 13538, 42 FR 26495 
(May 12, 1977). The designation was extended for 
a two-year term, to end December 31, 1980, after 
a resolicitation of plans and analysis of the sub- 
missions received. Securities Exchange Act Re- 
lease No. 15289, 43 FR 52418 (November 9, 
1978), hereinafter referred to as “Release No. 
34-15289.” 


5 Thereafter, in response to numerous requests for 
additional time in which to submit comments, the 
Commission extended the close of the comment 
period from September 8, 1978, to October 15, 
1978. Securities Exchange Act Release No. 
15159, 43 FR 43035 (September 22, 1978). 


The Commission subsequently issued a release 
which extended the pilot program from December 
31, 1978, to June 30, 1979, announced the re- 
designation of SIC, and required certain institu- 
tions subject to §240.17f-1 to register with SIC for 
the remainder of the pilot period. © 


After analyzing approximately 120 comment letters 
submitted by members of the public in response to 
its solicitation release, the Commission, in Re- 
lease No. 34-15683, issued for public comment 
certain proposed amendments to the section and 
other modifications to the Program. 


The Commission received 34 additional letters 
commenting on the proposed amendments and 
modifications, and analysis of these comment let- 
ters indicated that no further substantive changes 
to the section were necessary at this time. There- 
fore, the Commission herein adopts, effective July 
1, 1979, the proposed amendments to the section 
and modifications to the Program, as discussed 
below. 


Institutions Subject to §240.17f-1 


The Commission proposed, in Release No. 34- 
15683, a technical amendment to §240.17f-1 
making explicit the requirement that all reporting 
institutions, as defined in Section 17(f)(1) of the 
Act (with two exceptions discussed below), regis- 
ter with the Commission or its designee.’ Although 
this provision was an integral part of the Program, 
it was not previously included in the section.® 





§ Release No. 34-15289. 


7 Paragraph (a) of the rule, which tracks the lan- 
guage of Section 17(f)(1) of the Act, defines a 
“reporting institution” to include ‘‘every national 
securities exchange, member thereof, registered 
securities association, broker, dealer, municipal 
securities dealer, registered transfer agent, regis- 
tered clearing agency, participant therein, member 
of the Federal Reserve System and bank whose 
deposits are insured by the Federal Deposit Insur- 
ance Corporation.” 


8 Some institutions argued that since there was no 
provision in the section requiring registration with 
SIC, it was possible to forego registration and, as 
a result, be free from the requirements of the sec- 
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Based on the comments received in response to 
its solicitation release, the Commission proposed 
that two classes of brokers and dealers with lim- 
ited securities activity be exempted from the pro- 
posed registration provisions of the Program. Spe- 
cifically, the Commission proposed an exemption 
for (a) brokers and dealers whose only business is 
conducted on the floor of a national securities ex- 
change and who do not conduct a public business, 
and (b) brokers and dealers whose business is 
limited to sales of variable contracts or limited 
partnerships and who do not hold or receive secu- 
rities subject to the reporting and inquiry provi- 
sions of the section. 


Two comment letters received in response to the 
Commission’s proposed exemption from registra- 
tion suggested that an exemption also be provided 
for brokers and dealers whose business consists 
only of the sale of mutual funds and who do not 
hold or receive securities. Under the proposed 
amendment, §240.17f-1 would contain an exemp- 
tion from registration only for institutions whose 
business relates to securities which are not in de- 
finitive form. Mutual fund shares may be certifi- 
cated, and having analyzed the potential risk of 
this additional exemption if it is permitted and as- 
sessed the countervailing burden on the securities 
and banking industries if it is not, the Commission 
has determined to withhold the exemption at this 
time. The Commission will continue to monitor the 
operation of this aspect of the Program to deter- 
mine whether additional amendments at a future 
date are appropriate. 


Accordingly, the Commission has adopted an 
amendment to §240.17f-1 which incorporates the 
registration requirements and provides exemptions 
for brokers and dealers engaged solely in the sale 
of variable contracts or limited partnerships and for 
floor traders, floor brokers, and specialists who do 
not conduct a public business but effect transac- 
tions only for their own account or those of other 
members.? 


Securities Encompassed by §240.17f-1 


In Securities Exchange Act Release No. 13280,'° 
the Commission announced that to ease im- 
plementation of the Program and to concentrate 
on the most widely traded securities, corporate 
and municipal issues not assigned CUSIP num- 
bers and bond coupons would be exempt from re- 
quired reporting and inquiry for the duration of the 
pilot period (the “non-CUSIP exemption”)."' 


The Commission recognized that the Program’s 
purposes would be best served if its focus were on 
those securities which were commonly held by the 
investing public, most readily negotiable, and most 
often subject to loss, theft or counterfeiting. The 
CUSIP system offered a pre-existing, convenient, 
and efficient method for concentrating on the secu- 
rities most appropriate for inclusion in the Pro- 
gram. 12 








Continued from preceding page 


tion. The section has been amended to emphasize 
the Commission’s view that registration is and al- 
ways has been required of all reporting institu- 
tions. 


° These brokers and dealers would continue to be 
“reporting institutions” under the section, as de- 
fined supra. 
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1042 FR 11829 (March 1, 1977), hereinafter cited 
as “Release No. 34-13280.” 


11 lf a reporting institution is unable to determine 
whether a securities issue has a CUSIP number 
after having examined the face of the certificate 
and consulted a CUSIP directory, the institution 
should contact SIC and request a ‘CUSIP look 
up.” 


12 The CUSIP system utilizes such factors as 
whether a security is traded on a national securi- 
ties exchange, listed in the National Quotation 
Bureau’s “pink sheets,” traded on a national basis 
or is of general interest to determine whether a 
CUSIP number should be assigned. Approximately 
1,200,000 securities issues are currently assigned 
CUSIP numbers. Non-CUSIP securities tend to be 
those that are of ‘local interest” or are short term 
commercial paper or money-market instruments 
such as certificates of deposit, among others. In 
addition, non-certificated securities are not as- 
signed CUSIP numbers. It is worthy of note, how- 
ever, that even though a securities issue may be 
initially of “local interest,” it may subsequently be 
assigned a CUSIP number due to increased in- 
vestor interest, or trading or listing on an ex- 
change. Consequently, in most instances, there is 
a correlation between the lack of an assigned 
CUSIP number and the lack of a general market 
for the particular security. 





The majority of the comments received by the 
Commission in response to its original solicitation 
release and Release No. 34-15683 urged that the 
non-CUSIP and bond exemptions be made per- 
manent. Accordingly, the Commission has deter- 
mined that those temporary pilot period exemp- 
tions be incorporated into §240.17f-1.'3 


Creation of a Central Data Base 


With respect to the question of whether the 
framework of dual appropriate instrumentalities 
provided by the section should be retained or 
whether a central data base would be preferable, 
the overwhelming majority of the comments re- 
ceived supported the proposed merger of the SIC 
and the Federal Reserve Banks’ (‘FRB’) data 
bases. In view of these comments and the sys- 
temic difficulties inherent in a system of separate, 
non-parallel processing facilities, the Commission 
has adopted an amendment to paragraph (a) of 
§240.17f-1 which deletes the definition of the term 
“appropriate instrumentality’ and makes other 
conforming, technical amendments, the effect of 
which is to create a central data base. 


As discussed in Release No. 34-15683, SIC has 
been redesignated by the Commission to operate 
the data base for a two year term ending De- 
cember 31, 1980, and will, therefore, assimilate 
the reports already in the FRB data base." It is 





13 Although bond coupons remain exempt from the 
reporting and inquiry requirements of the Program, 
the Commission urges all institutions to take ap- 
propriate steps to validate the legitimacy of owner- 
ship of coupons presented for payment under sus- 
picious circumstances. In this regard, where 
coupons have the same serial number as the bond 
to which they are attached, an inquiry on the serial 
number may, in such circumstances, alert a re- 
porting institution to a previously reported bond. 


14 Following the merger of the SIC and FRB data 
bases, reporting institutions making inquiry of the 
System concerning U.S. Government or Agency 
securities should follow the same procedures as 
those utilized for inquiry with respect to corporate 
securities used prior to the merger. In the case of 
a match between an inquiry made by a reporting 
institution and a report submitted by the FRB on 


expected that the merger of data bases will be 
completed by July 1, 1979. 


Form X-17F-1A 


Paragraph (c)(6) of §240.17f-1 requires that all re- 
ports made pursuant to this section be submitted 
on SEC Form X-17F-1A. 


In Release No. 34-15683, several modifications to 
the reporting form were proposed for public com- 
ment.'5 Since the publication of that release, SIC 
has suggested several technical modifications, 
primarily in terms of format, which would facilitate 
the use of the form by reporting institutions and 
encourage its use by transfer agents as a uniform 
stop transfer report. SIC has asked that the box 
labeled ‘‘Designee’s Use Only” and item 2, “Con- 
firmation,” be removed as they are not utilized by 
SIC or reporting institutions. It is also no longer 
necessary to write “Bearer” on line 11, but merely 
to check the box provided where appropriate. 


In response to two other comments, the ‘Issue 
Date” has been relocated so that a particular cer- 
tificate may be further identified by its specific date 
of issue. The box for “Criminality Indicated” has 
been relocated so that it is next to the boxes of 
those agencies which will receive copies of reports 
when criminality is indicated. 


So that SIC can determine the specific information 
which requires correction following receipt of a 
corrected report, the procedure for submitting a 
corrected report has been modified. Reporting in- 
stitutions should now attach a copy of the original 
report to a new corrected or updated report. 





behalf of the U.S. Treasury, the inquiring reporting 
institution will be informed of the match and ad- 
vised by SIC to contact the appropriate branch of 
the FRB which reported the loss. 


15 The proposals included modifying Form X- 
17F-1A to include a designation of the specific 
type of loss reported, the telephone number of the 
reporting institution, the names and addresses of 
transfer or paying agents and insurance com- 
panies to whom copies of the report are sent, and 
the particular types of securities which are subject 
to reporting. 
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A final comment evidenced that some confusion 
on the part of reporting institutions remains with 
respect to the inclusion of alphabetical prefixes or 
suffixes with certificate numbers when making re- 
ports. Section 240.17f-1 requires their inclusion 
whenever available. SIC computer software, how- 
ever, is capable of searching the data base without 
prefixes or suffixes. Accordingly, if a reporting in- 
stitution is unable to determine the prefix or suffix 
of a subject security, it should, nevertheless, pro- 
ceed with the report. In this case, a report and in- 
quiry may match although, in fact, it may not be a 
true match because the certificates have different 
prefixes or suffixes.'® 


In conclusion, Form X-17F-1A has been amended 
to include the proposals contained in Release No. 
34-15683 and the additional modifications dis- 
cussed above. Section 249.1200, which provides 
for the use of Form X-17F-1A, has been modified 
to conform to the amended version of §240.17F-1. 


Exemptions From Inquiry 
A. Transfer Agent Exemption 


During the pilot program, registered transfer 
agents were exempt from the inquiry provisions of 
§240.17f-1. The overwhelming majority of the 
comments received by the Commission urged that 
this temporary exemption be continued and incor- 
porated into the section. 


Since a transfer agent will not effect registration of 
a transfer unless it is satisfied from its own records 
and a review of its stops that the particular transfer 
is in all respects proper, requiring a transfer agent 
to inquire of the data base maintained by the 





16 Of course, institutions filing reports in these cir- 
cumstances should diligently search for the un- 
known prefixes or suffixes and submit an update 
on Form X-17F-1A with the information to SIC as 
quickly as possible after discovery. Inasmuch as 
SIC operational personnel compare prefixes or 
suffixes included on Form X-17F-1A with those 
given in an inquiry when the prefixes and suffixes 
are available to determine if a match occurs, inclu- 
sion of prefixes and suffixes in reports and in- 
quiries will eliminate this problem. 
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Commission designee would be duplicative in 
most instances.'” 


Accordingly, the Commission has adopted an 
amendment which incorporates the transfer agent 
exemption into this section.'® 


B. The De Minimus Exemption 


During the pilot program, exemption from required 
inquiry was provided for securities transactions 
valued at $10,000 or less (the ‘de minimus 
exemption’). In an interpretive letter, the staff of 
the Commission stated that a reporting institution 
must view a securities transaction in its entirety 
and not on a piecemeal basis when determining 
whether the exemption is applicable.'? 


The great majority of the comment letters re- 
sponding to Release Nos. 34-15015 and 34-15683 
recommended continuance of the exemption and 





17 Section 240.17f-1 requires reporting institutions 
to submit a copy of Form X-17F-1A to a transfer 
agent for the issue whenever a report of loss is 
made to SIC. The section has also been amended 
to require a report to a transfer agent within one 
business day after discovery of a counterfeit secu- 
rity. 


18 One commentator requested that the Commis- 
sion clarify the reporting requirements applicable 
to registered transfer agents. As previously stated 
in Release No. 34-13832, a transfer agent which 
receives from a reporting institution a copy of Form 
X-17F-1A concerning lost or stolen securities is 
not required to make a report. But, when a securi- 
ties loss is reported to the tranfer agent by a non- 
reporting entity such as an indivdiual, the transfer 
agent is required to make a report of the loss to 
SIC within the appropriate time frames stated in 
the section. 


19 Letter to La Salle National Bank, dated De- 
cember 7, 1977. For example, where four $5,000 
bonds are used as collateral for a single loan, the 
total transaction exceeds $10,000, and the de 
minimus exemption from inquiry may not be 
claimed. If each certificate were analyzed with re- 
spect to the exemption’s applicability, relatively 
few transactions would require inquiry. 





the staff interpretation. In view of the comments 
received and its belief that the use of a de 
minimus exemption contributes to an efficient and 
cost-effective system, the Commission has 
adopted an amendment to the section which in- 
corporates the de minimus exemption, as modified 
by the staff interpretation. 


C. Bearer Securities Sold to a Customer 


The Commission did not receive any additional 
comments on the proposal to create an exemption 
from inquiry in the case of bearer securities where 
the reporting institution taking such securities into 
its possession or keeping “knows its customer” 
and can verify through its own internal records that 
it previously sold the securities offered to the per- 
son presenting them.2° 


Based on the comment letters, which indicate that 
the proposed exemption has the overhwelming 
support of the securities and banking industries, 
the Commission has adopted an amendement in- 
corporating the exemption into the section. 


D. Exemption Upon Receipt of Securities from a 
Certificate Drop or a Federal Reserve Bank or 
Branch 


Old paragraph (c)(1) of the section provided an 
exemption from inquiry for securities received from 
another reporting institution or from a Federal Re- 
serve Bank or Branch in its capacity as fiscal 
agent. The Commission has adopted new para- 
graph (d)(1) of the section extending this exemp- 
tion from inquiry to those instances where the se- 
curities are received from an institution which is 
affiliated with a reporting institution and acts as a 





20 A reporting institution coming into possession or 
keeping of a bearer certificate in these circum- 
stances would be expected to verify this fact by an 
examination of prior confirmations of securities 
transactions issued to the customer, delivery re- 
ceipts, or other relevant internal records which 
would document, to the satisfaction of the firm, 
that the bearer security is legitimately held by the 
customer. 


“certificate drop’?’ or from a Federal Reserve 
Bank or Branch in any capacity.22 


Direct/Indirect Inquiry 


In connection with the election of participation 
status as either a direct or an indirect inquirer on 
the registration form required to be filed with 
SIC,2° the Commission has adopted an amend- 
ment to the section requiring all reporting institu- 
tions to maintain as part of the recordkeeping re- 
quirements of paragraph (g) of the section copies 
of agreements which designate one institution as a 
direct inquirer for the processing of inquiries on 
behalf of an indirect inquirer.24 In addition, the 
Commission urges each direct inquirer to share 





21 The staff had previously taken this position in an 
interpretive letter to First National Bank of Boston, 
dated January 12, 1978. 


22 The staff had already taken the position that se- 
curities received from a Federal Reserve Bank or 
Branch in its capacity as safekeeping agent were 
covered by the exemption in a letter to Bankers 
Trust Co., dated March 21, 1978. Regardless of 
the capacity in which it acts, in most instances, a 
Federal Reserve Bank or Branch receives securi- 
ties from member banks or other reporting institu- 
tions under the section. Accordingly, inquiry will 
have previously been made on the subject securi- 
ties where required. It is only in rare circum- 
stances that securities are received by a Federal 
Reserve Bank or Branch from a non-reporting in- 
stitution. In such cases, the Federal Reserve Bank 
or Branch attempts to validate the authenticity of 
the certificate through SIC and otherwise. 


23 A few commentators stated that they preferred 
to register with SIC as indirect inquirers but were 
unable to locate a reporting institution willing to act 
on their behalf as a direct inquirer. The Commis- 
sion has discussed this problem with SIC, and, in 
response, SIC is investigating the possibility of 
compiling for circulation a list of direct inquirers 
available to make reports and inquiries on behalf 
of indirect inquirers. 


24 Of course, an indirect inquirier should not des- 
ignate another reporting institution as its direct in- 
quirer prior to reaching such an agreement with 
that institution. 
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with its indirect inquirers all information obtained in 
response to inquiries made on their behalf, par- 
ticularly information concerning hits. 


Section 240.17a-3, which incorporates the general 
recordkeeping provisions of §240.17f-1, also has 
been amended by the Commission to conform to 
the language of the amended version of 
§240.17f-1. 


Miscellaneous Comments 


Several new comment letters have been received 
arguing that the staff's interpretation with respect 
to the appropriate party to report losses when se- 
curities are delivered “over the window’’> is con- 
trary to normal business practice. In view of these 
comments, the Commission emphasizes that this 
staff interpretation only provides clarity as to which 
reporting institution has the obligation to report 
losses and does not affect industry parctice. The 
Commission believes that the section, as written, 
is equitable in most instances and that the cer- 
tainty it provides justifies its continuation. Accord- 
ingly, the Commission had not revised this in- 
terpretation. 


A final commentator requested a thirty-day exten- 
sion of the comment period. In order to avoid a 
lapse in the Program's service, it is necessary that 
the final, amended version of the Program take 
effect on July 1, 1979. Therefore, the Commission 
has not granted an extension of the comment 
period.26 





25 A staff interpretation discussed in Release No. 
34-15683 stated that a copy of a delivery bill 
stamped by a receiving reporting institution “Re- 
ceived Subject to Count and Examination” and 
returned to the delivering institution is a “receipt” 
under the section and thereby obligates the re- 
ceiving institution to make a report of loss. 


26 The issues raised by this commentator, how- 
ever, have been considered and the Commission 
will continue to review any constructive comments 
which it receives in the future. The Commission 
also intends to continue to monitor the Program to 
determine whether any future modifications are 
necessary. 
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Registration 


All reporting institutions registered as direct inquir- 
ers must reregister with the Commission's desig- 
nee by July 15, 1979, by completing the registra- 
tion form attached as an appendix to this release. 
The effective date of the new registration form will 
relate back to July 1, 1979, the end of the pilot 
period. Those institutions that wish to change their 
status in the Program to participate as direct or in- 
direct inquirers after July 1, 1979, will have the 
opportunity to do so on a semi-annual basis.” 


Statutory Basis and Competitive Considerations 


The Commission acting pursuant to Sections 2, 
17(a), 17(f) and 23 of the Securities Exchange Act 
of 1934, hereby adopts amendments to 
§240.17f-1 and §240.17a-3, and modifications to 
the Lost and Stolen Securities Program and to 
Form X-17F-1A and §249.1200 as set forth below. 


The amendments to §240.17a-3 and the adopted 
modifications to Form X-17F-1A and §249.1200 
are technical and non-substantive and, therefore, 
the Commission finds that notice and public pro- 
cedure under the Administrative Procedure Act [5 
U.S.C. 553(b)(B)] are impracticable, unnecessary, 
or contrary to the public interest, and that good 
cause exists for making the modifications effective 
July 1, 1979. 


1. Pursuant to Section 17(f) of the Securities Ex- 
change Act of 1934, the Securities and Exchange 
Commission amends paragraph (a)(14) in 
§240.17a-3 in Chapter II of Title 17 of the Code of 
Federal Regulations as follows: 


§240.17a-3 Records to be made by certain ex- 
change members, brokers and dealers. 


(a) *** 


(14) Copies of all Forms X-17F-1A filed pursuant 
to §240.17f-1, all agreements between reporting 





27 Reporting institutions already registered as di- 
rect inquirers for 1979 will not be charged another 
annual fee when they reregister for the period be- 
ginning July 1, 1979. Refer to Release Nos. 34- 
13832 and 34-15289 for information with respect 
to registration and fee schedules. 





institutions regarding registration or other aspects 
of §240.17f-1, and all confirmations or other in- 
formation received from the Commission or its 
designee as a result of inquiry. 


* * * 


2. Pursuant to Sections 2, 17(f), and 23 of the Se- 
curities Exchange Act of 1934, the Securities and 
Exchange Commission revises §240.17f-1 in 
Chapter II of Title 17 of the Code of Federal Reg- 
ulations to read as follows: 


Section 240.17f-1 requirements for re- 
porting and inquiry with respect to mis- 
sing, lost, counterfeit or stolen securi- 
ties. 


(a) Definition—Reporting institution. For pur- 
poses of this section, the term “reporting institu- 
tion” shall include every national securities ex- 
change, member thereof, registered securities as- 
sociation, broker, dealer, municipal securities 
dealer, registered transfer agent, registered 
clearing agency, participant therein, member of 
the Federal Reserve System and bank whose de- 
posits are insured by the Federal Deposit Insur- 
ance Corporation. 


(b) Every reporting institution shall register with 
the Commission or its designee in accordance with 
instructions issued by the Commission except 


(1) A member of a national securities 
exchange who effects securities trans- 
actions exclusively on the floor of such 
national securities exchange solely for 
other members and does not receive or 
hold customer securities; and 


(2) A registered broker or dealer who is 
engaged exclusively in the sale of vari- 
able contracts and/or limited partnership 
interests and does not receive or hold 
securities that are subject to the provi- 
sions of paragraphs (c) and (d) herein. 


(c) Reporting requirements—(1) Stolen Secu- 
rities. (i) Every reporting institution shall report to 
the Commission or its designee and to a regis- 
tered transfer agent for the issue the discovery of 
the theft or loss of any security where there is sub- 
stantial basis for believing that criminal activity 


was involved. Such report shall be made within 
one business day of the discovery and, if the cer- 
tificate numbers of the securities cannot be as- 
certained at that time, they shall be reported as 
soon thereafter as possible. 


(ii) Every reporting institution shall promptly re- 
port to the appropriate law enforcement agency 
upon the discovery of the theft or loss of any secu- 
rity where there is substantial basis for believing 
that criminal activity was involved. 


(2) Missing or lost securities. Every re- 
porting institution shall report to the 
Commission or its designee and to a 
registered transfer agent for the issue 
the discovery of the loss of any security 
where criminal actions are not sus- 
pected when the security has been mis- 
sing or lost for a period of two business 
days. Such report shall be made within 
one business day of the end of such 
period except that: 


(i) Securities lost in transit to customers, trans- 
fer agents, banks, brokers or dealers shall be re- 
ported by the delivering institution no later than 
two business days after notice of non-receipt or as 
soon after such notice as the certificate numbers 
of the securities can be ascertained. 


(ii) Securities considered lost or missing as a 
result of securities counts or verifications required 
by rule, regulation or otherwise (e.g., dividend rec- 
ord date verification made as a result of firm policy 
or internal audit function report) shall be reported 
no later than ten business days after completion of 
such securities count or verification or as soon 
after such count or verification as the certificate 
numbers of the securities can be ascertained. 


(iii) Securities not received during the comple- 
tion of a delivery, deposit or withdrawal shall be 
reported in the following manner: 


(A) Where delivery of securities is through 
clearing agency, the delivering institution shall 
supply the receiving institution the certificate 
number of the security within two business days 
from the date of request from the receiving institu- 
tion. The receiving institution shall report within 
one business day of notification of the certificate 
number; 
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(B) Where the delivery of securities is over 
the window and where the delivering institution 
has a receipt, the delivering institution shall supply 
the receiving institution the certificate numbers of 
the securities within two business days from the 
date of request from the receiving institution. The 
receiving institution shall report within one busi- 
ness day of notification of the certificate number; 


(C) Where the delivery of securities is over 
the window and where the delivering institution 
has no receipt, the delivering institution shall re- 
port within two business days of notification of 
non-receipt by the receiving institution; or 


(D) Where delivery of securities is made by 
mail or via draft, if payment is not received within 
ten business days, the delivering institution shall 
confirm with the receiving institution the failure to 
receive such delivery; if confirmation shows non- 
receipt, the delivering institution shall report within 
two business days of such confirmation. 


(3) Counterfeit securities. Every re- 
porting institution shall report the dis- 
covery of any counterfeit security to the 
Commission or its designee, to a regis- 
tered transfer agent for the issue, and to 
the appropriate law enforcement agency 
within one business day of such discov- 
ery. 


(4) Recovery. Every reporting institu- 
tion shall report the recovery or finding 
of any security previously reported mis- 
sing, lost, or stolen pursuant to this sec- 
tion to the Commission or its designee 
and to a registered transfer agent for the 
issue within one business day of such 
recovery or finding. If a report of stolen 
securities was made to the appropriate 
law enforcement agency, a report of 
such recovery shall also be made to 
such agency. Recovery may only by re- 
ported by the institution which reported 
the security as missing, lost or stolen. 


(5) Information to be reported. All re- 
ports made pursuant to this section shall 
include, if applicable or available, the 
following information with respect to 
each security: 

(i) Issuer; 

(ii) Type of Security and series; 
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(iii) Date of issue; 

(iv) Maturity date; 

(v) Denomination; 

(vi) Interest rate; 

(vii) Certificate number, including al- 
phabetical prefix or suffix; 

(ix) Distinguishing characteristics, if 
counterfeit; 

(x) Date of discovery of loss or re- 
covery; 

(xi) CUSIP number; and 

(xii) FINS number. 


(6) Forms. All reports made pursuant to 
this section shall be made on Form X- 
17F-1A. (d) 


(d) Required inquiries. (1) Every reporting in- 
stitution except a registered transfer agent shall 
inquire of the Commission or its designee with re- 
spect to every security which comes into its pos- 
session or keeping, whether by pledge, transfer, or 
otherwise, to ascertain whether such security has 
been reported as missing, lost, counterfeit, or sto- 
len, unless 


(i) The security is received directly 
from the issuer or issuing agent at is- 
suance; 


(ii) The security is received from 
another reporting institution or from a 
Federal Reserve Bank or Branch; 


(iii) The security is received from a 
customer of the reporting institution 
and 


(A) is registered in the name of 
such customer or its nominee or 


(B) was previously sold to such 
customer, as verified by the internal 
records of the reporting institution; 


(iv) The security is part of a transac- 
tion which has an.agreggate face 
value of $10,000 or less in the case of 
bonds or market value of $10,000 or 
less in the case of stocks; or 


(v) The security is received directly 
from a drop which is affiliated with a 
reporting institution for the purposes 





of receiving and delivering certificates 
on behalf of the reporting institution. 


(2) Form of Inquiry. Inquiries shall be made in 
such manner as prescribed by the Commission or 
its designee. 


(e) Permissive reports and inquiries. Every re- 
porting institution may report to or inquire of the 
Commission or its designee with respect to any 
security not otherwise required by this section to 
be the subject of a report or inquiry. The Commis- 
sion on written request or upon its own motion may 
permit reports to and inquiries of the system by 
any other person or entity upon such terms and 
conditions as it deems appropriate and necessary 
in the public interest and for the protection of in- 
vestors. 


(f) Exemptions. The following types of securities 
are not subject to paragraphs (c) and (d), above: 


(1) Registered securities of the United 
States Government, any agency or in- 
strumentality of the United States Gov- 
ernment, the International Bank for Re- 
construction and Development, the 
Inter-American Development Bank, or 
the Asian Development Bank, and 
counterfeit securities of such entities; 


(2) Security issues not assigned CUSIP 
numbers; 


(3) Bond coupons. 


(g) Recordkeeping. Every reporting institution 
shall maintain and preserve in an easily accessible 
place for three years copies of all Forms X-17F-1A 
filed pursuant to this section, all agreements be- 
tween reporting institutions regarding registration 
or other aspects of this section, and all confirma- 
tions or other information received from the Com- 
mission or its designee as a result of inquiry. 


3. The Securities and Exchange Commission, 
pursuant to Section 17(f) of the Securities Ex- 
change Act of 1934, adopts modifications to Form 
X-17F-1A, §249.1200 in Chapter II of Title 17 of 
the Code of Federal Regulations, as appended 
hereto, and amends §249.1200 as set forth below: 


§249.1200 Form X-17F-1A—Reporting for mis- 
sing, lost, stolen or counterfeit securities. 


This form is to be filed with the Commission or its 
designee pursuant to paragraph (c) of §240.17f-1 
of this chapter by all reporting institutions subject 
to Section 17(f)(1) of the Securities Exchange Act 
of 1934. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





May 23, 1979 
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APPENDIX 
(Please photocopy this form, complete, and submit to SIC.) 


SIC Registration Form 
Lost and Stolen Securities Program 


Instructions 


COMPLETION AND FILING OF THE FORM -AIl institutions completing and filing this form should fill in Part 
| and Part IV and either Part Il or Part Ill of the form. Completed forms should be returned to: 


Securities Information Center, Inc. 
Post Office Box 421 
Wellesley Hills, Massachusetts 02181 


The deadline for filing this form is July 15, 1979. 


WHO SHOULD USE THIS FORM - This form should be completed and filed by all institutions subject to 
Rule 17f-1 (17 CFR §240.17f-1)' which are not exempt from the registration provisions of the rule? and 
(1) Who have NOT submitted a registration form for the Lost and Stolen Securities Program to Secu- 
rities Information Center, Inc., OR 
(2) Who have submitted a registration form for the Lost and Stolen Securities Program to Securities 
Information Center, Inc. and registered as a DIRECT INQUIRER, OR 
(3) Who have submitted a registration form for the Lost and Stolen Securities Program to Securities 
Information Center, Inc., and registered as an INDIRECT INQUIRER AND desire to amend their 
prior registration form to either update the information submitted OR change their inquiry partici- 
pation status. 


WHO SHOULD NOT USE THIS FORM .- Institutions should NOT complete or file this form if they have 
previously registered as an INDIRECT INQUIRER in the Lost and Stolen Securities Program by submis- 
sion of a registration form to Securities Information Center, Inc. AND the data submitted thereon is current 
AND they do not desire to change their inquiry participation status. If an institution does not submit this 


form, the prior election of inquiry participation status will continue and be binding until cancelled by the 
institution. 


PART | 


A. Name of Institution 





Mailing Address 








Zip Code 








' The institutions subject to Rule 17f-1 are as fol- 2? Brokers and dealers whose only business is con- 


lows: every national securities exchange, member 
thereof, registered securities association, broker, 
dealer, municipal securities dealer, registered 
transfer agent, registered clearing agency, partici- 
pant therein, member of the Federal Reserve 
System and bank whose deposits are insured by 
the Federal Deposit Insurance Corporation. 


708/SEC DOCKET 


ducted on a national securities exchange and who 
do not conduct a public business, and brokers and 
dealers who limit their business to sales of vari- 
able contracts or limited partnership, are exempt 
from the registration provisions of rule 17f-1. 





FINS Identification No.2 





Name, Title, and Telephone of Person to Whom 
Bills Should Be Directed: 





Name, Title and Telephone of Person Responsible 
for Institution's Compliance with Rule 17f-1 (if 
different from above): 





=. 





B. Type of Institution - Check all classifications listed below that describe the institution.? 


. Federal Reserve System member. 


. National Securities Exchange. 


. Registered Securities Association. 


. Securities broker. 

. Securities dealer. 

. Municipal securities dealer. 
. Registered transfer agent. 

. Registered clearing agency. 


. National Securities Exchange member. 
. National Securities Exchange member firm. 


. Bank whose deposits are insured by the Federal Deposit Insurance Corporation. 


. Registered Securities Association member. 


. Participant in a registered clearing agency. 


C. Size of Institution - Check the line below that describes the size of the institution. 
1. Banks (those who checked lines 1 or 2 of B, above) 


( ) More than $1 billion in deposits 
(_ ) $500 million to $1 billion in deposits 
( ) Less than $500 million in deposits 


2. Securities Organizations (those who checked lines 3 through 10 of B, above) 


) More than $25 million in annual revenues 


( 

( _) $5 million to $25 million in annual revenues 
( _) $500,000 to $5 million in annual revenues 
( 


) Less than $500,000 in annual revenues 





2FINS (‘Financial Industry Number Standard’) 
numbers are compiled in the 1976 FINS Directory 
(First Edition), published by the Depository Trust 
Company. If an institution is uncertain as to 
whether it has a FINS number, it should consult 
this Directory, its self-regulatory organization, its 
trade association, or SEC personnel at 202-376- 
8129. If an institution has not been assigned a 
FINS number, a number may be obtained at no 
cost by writing the Depository Trust Company, At- 
tention: FINS Publication, 55 Water Street, New 
York, New York 10041. 


3 If no classification describes the institution, the 
institution is not subject to Rule 17f-1. If the in- 
stitution desires to participate in the Lost and Sto- 
len Securities Program as a “permissive inquirer,” 
a special application must be made to the Com- 
mission pursuant to paragraph (e) of Rule 17f-1 in 
accordance with the instructions given in Securi- 
ties Exchange Act Release No. 13832 at 42 FR 
41024 (August 12, 1977). 


SEC DOCKET/709 





3. Non-Bank Transfer Agents (those who checked only classification 11 of B, above) 


(__) That issued 100,000 shares or more last year 
() That issued less than 100,000 shares last year 


PARTS Il & Ill 
Election of Inquiry Participation Status 


To register as a DIRECT INQUIRER, complete Part Il below. To register as an INDIRECT INQUIRER, 
complete Part Ill below. This election of inquiry participation status is binding until cancelled. 


Direct inquirers will be able to make inquiries of the data base directly and will be charged usage fees and 
registration fees as described in the Appendix of Securities Exchange Act Release No. 15289. Indirect 
inquirers will NOT be able to make inquiries directly and so must make arrangements with a registered 
direct inquirer to inquire on its behalf.’ Indirect inquirers will NOT be charged any fees by Securities Infor- 
mation Center, Inc. but should be aware that the institution making inquiries on their behalf may assess 
costs and service charges. (Indirect inquirers, however, should make reports of loss directly). 


PART Il 
DIRECT INQUIRER 
To register as a direct inquirer, please complete (A), (B), and (C) below. 


4. Registration of Access Stations - Indicate the number of primary and secondary access stations the 
institution will use to make inquiries of the system.‘ All institutions must have at least one primary access 


station. There is an annual registration fee of $20.00 for each primary access station and $10.00 for each 
secondary access station.5 


NUMBER OF PRIMARY ACCESS STATIONS 
NUMBER OF SECONDARY ACCESS STATIONS 


B. Optional Prompt Written Confirmation Service - Indicate whether the institution desires prompt written 
confirmation service. If an institution desires this service, the Securities Information Center, Inc. will send 
the institution written confirmations of all inquiries and reports received by telephone, telex, and mail on a 
daily basis. If an institution does not desire this service, confirmations of inquiries will be sent on a monthly 
basis. There is a $20.00 per quarter charge for each primary access station using this service. 


( ) We do NOT desire prompt written confirmation service. 
(_ ) We do desire prompt written confirmation service and agree to pay the fee for this service. 


C. Agreement to Pay Fees - After reading the statement below, please sign in the space provided. 


Beginning July 1, 1979, we will participate in the Lost and Stolen Securities Program as a direct 
inquirer. We agree to pay Securities Information Center, Inc. the annual registration fee of $20.00 for 
each primary access station and $10.00 for each Secondary Access Station. We also agree to pay in 
advance quarterly usage fees, charges for optional services we request, and all sales, use and excise 
taxes, or other taxes, which may be levied on or in connection with, the furnishing of the facilities or 





4 Access stations are described in the “Description — tions should append to this form a list of the titles, 
of the System” to which this form is appended. addresses, and names of the responsible indi- 


lain — vidual for each secondary access station. 
Institutions establishing secondary access sta- 
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services of the Securities Information Center, Inc. We understand that all fees are due and payable 
within ten days of date of invoicing. 





(Signature of Authorized Institutional Representative) 





(Type or Print) (TITLE) 


PART Ill 
INDIRECT INQUIRER 


To register as an indirect inquirer, please complete the statement below and sign in the space provided. 


Beginning July 1, 1979, we will participate in the Lost and Stolen Securities Program as an indirect 
inquirer. We have entered into an agreement with 





(Name of Registered Direct Inquirer) 
who will make inquiries on our behalf and we have a copy of this. agreement on file available for 
inspection. We are aware that we will receive no direct confirmations from Securities Information 
Center, Inc., and that the institution that makes inquiries for us may pass through to us the costs of 
using the system on our behalf as well as additional service charges. 





(Signature of Authorized Institutional Representative) 





# (Type or Print) (TITLE) 


PART IV 
ALL institutions filing this form must complete (A) and (B) below. 
A. Agreement - After reading the statement below, please sign in the space provided. 


We understand that our participation in the Lost and Stolen Securities Program is required by Rule 
17f-1 (17 CFR §240.17f-1) under the Securities Exchange Act of 1934, as amended. We agree that we 
will make reports of missing, lost, counterfeit and stolen securities and make inquiries relative thereto, 
in accordance with Rule 17F-1 and instructions of the Commission or its designee. 


We understand that the Securities Exchange Commission has designated Securities Information 
Center, Inc. to operate the Lost, Missing, Stolen, and Counterfeit Securities Information System. Secu- 
rities Information Center, Inc. will perform its work in a businesslike manner and in accordance with 
reasonable standards of care. It does not, however, guarantee the accuracy of any information con- 
tained in the records of the System or of the responses to inquiries concerning missing, lost, counter- 
feit, and stolen securities furnished by it. Securities Information Center, Inc. shall not be liable for any 
unintentional delays, inaccuracies, errors or omissions in said responses, or for any damages arising 
therefrom or occasioned thereby, nor will it be liable for non-performance or interruption of services 
due to fire, storms, strikes, labor disputes or any causes beyond its control or due to the act or omis- 
sion of any other person, firm or corporation. 





(Signature of Authorized Institutional Representative) 





(Type or Print) (TITLE) 
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B. Names and Signatures of Persons Making Reports on Behalf of the Institution - All reports of missing, 

lost, counterfeit or stolen securities and all reports of recoveries must be submitted on Form X-17F-1A and 4 
signed by an individual whose signature is on file with Securities Information Center, Inc. All individuals a 

having this authority should fill in the spaces below (attach additional pages on institution letterhead if 

necessary). 








(Signature and Date) (Signature and Date) 





(Print or Type) (TITLE) (Print or Type) (TITLE) 


MAIL THIS FORM TO: 
Securities Information Center, Inc. 
Post Office Box 421 
Wellesley Hills, Massachusetts 02181 


DEADLINE FOR FILING IS JULY 15, 1979. 
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FORM X-17F-1A 


® orion Ad oh MISSING/LOST /STOLEN/COUNTERFEIT 
SECURITIES REPORT 


1. REPORTING INSTITUTION: NAME 





ADORESS 





ZIP CODE 





ATTENTION 


TELEPHONE NO. 
FINS/SIC IDENTIFIER NUMBER en ae eee Seales Nee ( )( )( ) 


. TYPE OF REPORT: ]Loss [_ ]recovery [_ Juroare 


. DATE OF LOSS/RECOVERY 


- TYPE OF LOSS: [Juan [_ Joeuivery [Jon PREMISES [_ Jouranine [_ Jorer 


. TYPE OF SECURITY: [- ]eommon STOCK [_ ]rnerenreo STOCK [_]conorate BOND [_]municirat BOND 


[_]covernmentsacency [_ Joruer 


. NAME OF ISSUER 




















. INTERESTRATE 8. MATURITY DATE 








. CUSIP NUMBER 


seer ee 


. a BEARER/NAME OF REGISTERED HOLDER 








. CERTIFICATE/SERIAL NUMBERS 12. DENOMINATION/SHARES 13. ISSUE DATE 









































14, [_ ]aoorrionac PAGES ATTACHED 15. TOTAL CURRENT MARKET OR FACE VALUE $ 


16. [ ]countenrert 





lf Counterfeit - Distinguishing Characteristics 


17, []crimunaciry INDICATED REPORTS FILED WITH: 18. [_]re 19, [ Jeocat POLICE 


20. [__]tRansrenpay AGENT 


21. [surance co. 


22. 














Authorized Signature SEC 1666 (5-79) 
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INSTRUCTIONS 


Note -- Section 240.17f-1 does not require reporting coupons. Municipal or corporate securities not assigned CUSIP 
Numbers are not the subject of reporting and inquiry. 
Forms should be mailed to the Commission's designee: 


Securities Information Center, Inc. 
Post Office Box 421 
Wellesley Hills, Massachusetts 02181 


Reporting Information ~ Enter reporting institution name, address and FINS number, with Securities Informa- 
tion Center assigned suffix, if any. 
Type of Report -- Check whether report is a new report (“Loss”), report of recovery of previously reported loss 
("Recovery"), or update or correction of report other than recovery (‘Update’). If the report is an update or 
correction, attach a copy of the original report. 
Date -- Enter date when loss was noticed, theft occurred, when counterfeit was discovered or suspected, or when 
security was found or recovered. When submitting updates, enter date of loss. 
Type of Loss -- Check the box which most nearly describes the loss. If none of the classifications adequately 
describes the loss, check “OTHER” and describe the loss in the space provided. 
Type of Security -- Check the box which most nearly describes the type of security. If none of the classifications 
adequately describes the security check “OTHER” and describe the security in the space provided. 
Issuer ~- Print or type the name of issuing company, agency or organization as set out on the security even 
though the security may have been lost, stolen, or missing prior to being “issued” by the appropriate authority. 
Interest Rate -- If interest rate was indicated, enter this information. 
Maturity Date -- Enter maturity date where applicable. 
CUSIP Number -- Enter entire CUSIP Number. 
Name of Registered Holder -- Clearly print or type the full name of person (individual, company, bank, broker- 
age house, etc.) to whom the security is registered exactly as it appears on the security. Check to indicate 
“Bearer” when document is a bearer security. 
Certificate Serial Numbers - Enter certificate or serial number(s) including all suffixes and prefixes. If certifi- 
cates have not been issued, enter the conirol number. Series may be indicated by the first and fast numbers 
separated by a dash and foliowed by the work “Series.” Certificate or serial numbers of certificates of the same 
CUSIP number which are not in sequential order should be listed separately on each line. For a nonsequential 
series of certificates having the same CUSIP number, additional pages listing securities to be reported may be 
attached. 
Denomination Shares -- Enter in numerical form the amount of money represented by bonds, debentures, 
notes and other securities (except stock warrants and rights) as indicated on the certificates. If amount was not 
indicated on the certificate, enter the word “Blank.” 

For stocks, enter the number of shares represented by the certificates, not the par value of the stock. If 
number of shares is not represented, enter the work “Blank.” 

For warrants and rights, enter in numerical form the number of shares which the document entitles the 
owner to purchase. 
Issue Date -- Enter issue date of certificate. If certificates have not yet been issued, indicate this fact. 
Additional Pages -- If additional pages are attached, check the box. 
Total Current Market or Face Value -- For stocks, rights and warrants, enter the approximate total current 
market value. For bonds, enter the face value of the certificate. 
Counterfeit -- Describe distinguishing characteristics of suspected counterfeit securities. 
Criminality Indicated -- 1f reporting a loss, check when a substantial belief of criminality is indicated. 
Filed with Federal Bureau of Investigation -- Check if you sent a copy of this report to the FBI when required. 
Filed with Local Police - Check if you sent a copy of this report to the local police when required. 
Transfer/Pay Agent -- Check to indicate that you have sent a copy of this report to a Transfer or Paying Agent 
for the issue, and enter the name and address. 


Insurance Co. -- Check to indicate that you have sent a copy of this report to your insurance company, and 
enter the name and address. 

Authorized Signature -- Form X-17F-1A must have an authorized signature to be accepted by the System. With 
respect to those reports filed with the Commission's designee, such signatures must be on file with the designee. 


Copies of reports sent to the transfer agent and the appropriate law enforcement agency should contain an 
Original signature. 


23. Date - Enter date when form is signed. 


NOTE: This form may be reproduced in any manner so long as the graphics and format 
are not altered and 812" x 1.1°' paper is used. 
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PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21052/May 18, 1979 


In the Matter of 


THE WISER OIL COMPANY 
P.O. Box 192 
Sisterville, West Virginia 26175 


(31-769) 


APPLICATION FOR EXEMPTION PURSUANT TO 
SECTION 3(a) (3) 


NOTICE IS HEREBY GIVEN that The Wiser Oil 
Company (“Wiser Oil’), a holding company, has 
filed an application for exemption with this Com- 
mission on behalf of itself and its subsidiary, 
Peoples Gas Company of Kentucky (“Peoples”), a 
gas utility company, pursuant to the Public Utility 
Holding Company Act of 1935 (‘‘Act’’). All in- 
terested persons are referred to the application, 
which is summarized below, for a description of 
Wiser Oil and Peoples and a statement as to the 
basis upon which an exemption is sought. 


Wiser Oil, a Delaware corporation, is engaged in 
the exploration, production and transportation of 
crude oil and natural gas. The company has pro- 
duction operations in fifteen states and Canada. At 
December 31, 1978, Wiser Oil’s total assets were 
$63,621,933, and for the year then ended, its 
gross revenues were $32,403,918 and net income 
$10,740,958. 


Wiser Oil owns all of the issued and outstanding 
common stock of Peoples, its only subsidiary. 
Peoples, also a Delaware corporation, distributes 
natural gas at retail to approximately 8000 cus- 
tomers in the communities of Corbin, Barbourville 


and Manchester in southeastern Kentucky. 
Peoples purchases all of its natural gas supply 
from Wiser Oil and is Wiser Oil's largest wholesale 
utility customer. At December 31, 1978, Peoples 
reported total assets of $3,143,976, and, for the 
year then ended, gross revenues of $4,150,096 
and net income of $171,013. The rates and service 
of Peoples are regulated by the Public Service 
Commission of Kentucky. 


Peoples has no publicly-held securities. Its only 
funded debt is $497,000, borrowed from Wiser Oil 
and evidenced by notes bearing interest at the rate 
of 8-%2% per annum. Peoples pays about $1.70/ 
MCF for natural gas delivered by Wiser Oil. 


Section 3(a)(3) provides an exemption for a hold- 
ing company and every subsidiary company 
thereof as such if: 


“such holding company is only inci- 
dentally a holding company, being 
primarily engaged or interested in one 
or more businesses other than the busi- 
ness of a public-utility company and (A) 
not deriving, directly or indirectly, any 
material part of its income from any one 
or more subsidiary companies, the prin- 
cipal business of which is that of a pub- 
lic utility company, or (B) deriving a 
material part of its income from any one 
or more such subsidiary companies, if 
substantially all of the outstanding secu- 
rities of such companies are owned, di- 
rectly or indirectly, by such holding 
company... “ 


Based on the foregoing statement of the relation- 
ship between Wiser Oil and Peoples and the mate- 
riality of the income derived from Peoples’ opera- 
tions, Wiser Oil claims exemption under either 
clause (A) or clause (B) of Section 3(a)(3) from all 
provisions of the Act. Under Section 3(a), the 
Commission may grant a holding company and its 
subsidiaries an exemption from any provision or 
provisions of the Act which apply to them in their 
capacity as such “unless and except insofar as it 
finds the exemption detrimental to the public inter- 
est or the interest of investors or consumers...” 
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NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 14, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by said application which he desires to controvert; 
or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securi- 
ties and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served 
personally or by mail upon the applicant at the 
above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application, as filed or as it 
may be amended, may be granted in the manner 
provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may take such other action as it 
deems appropriate. Persons who request a hear- 
ing or advice as to whether a hearing is ordered 
will receive any notices and orders issued in this 
matter, including notice of the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 


Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 


Release No. 21053/May 18, 1979 
In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
Wilmington, Delaware 


COLUMBIA GAS OF WEST VIRGINIA, INC. 
COLUMBIA GAS OF KENTUCKY, INC. 
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COLUMBIA GAS OF VIRGINIA, INC. 
COLUMBIA GAS OF PENNSYLVANIA, INC. 
COLUMBIA GAS OF NEW YORK, INC. 
COLUMBIA GAS OF MARYLAND, INC. 
COLUMBIA GAS OF OHIO, INC. 

Columbus, Ohio 


COLUMBIA GAS TRANSMISSION CORPORA- 
TION 
Charleston, West Virginia 


COLUMBIA GULF TRANSMISSION COMPANY 
Houston, Texas 


COLUMBIA HYDROCARBON CORPORATION 
THE INLAND GAS COMPANY, INC. 
Ashland, Kentucky 


COLUMBIA GOAL GASIFICATION CORPORA- 
TION 

COLUMBIA GAS DEVELOPMENT CORPORA- 
TION 

COLUMBIA LNG CORPORATION 

COLUMBIA GAS DEVELOPMENT OF CANADA 
LTD. 

Wilmington, Delaware 


(70-6282) 


ORDER AUTHORIZING INTRASYSTEM 
FINANCING; RESERVATION OF JURISDICTION 


THE COLUMBIA GAS SYSTEM, INC. (‘“Colum- 
bia’), a registered holding company, and its sub- 
sidiary companies named above have filed an 
application-declaration and an amendment thereto 
with this Commission pursuant to Sections 6(b), 9, 
10, 12(b) and 12(f) of the Public Utility Holding 
Company Act of 1935 (‘‘Act’”) and Rules 43, 45 
and 50(a)(3) promulgated thereunder regarding 
the following transactions. 


It is proposed that certain subsidiaries of Columbia 
listed below issue and sell to Columbia prior to 
April 1, 1980, common stock (“Common Stock’’) 
and installment promissory notes (collectively, the 
“Installment Notes’) up to the amounts indicated: 





Equity 


Installment 
Notes 





No. of Par 
Shares Value 


Aggregate 
Amount 


Aggregate 
Amount 





3 


Columbia of 

ROMQUERY <6 ciccces 

Columbia of 

er ee eee. 

Columbia of 

Maryland .......e. 

Columbia of 

New York .cccccce 

Columbia of 

Pennsylvania .... 

Columbia of 
Virginia ...ccceee 

Columbia of West 

Virginia ..ccccoe 

Columbia 

Transmission .... - 
Columbia Gulf .... - 
Development U.S. . - 
Development Canada 460,000 
Hydrocarbon ...... - 
Inland .occcccccece 309,000 
Coal Gasification. 400,000 


10 
25 


14,700,000 


11,500,000 


10,000,000 


$ 3 


1,400,000* 1,400,000 


12,100,000 12,100,000 


900,000 900,000 


500 ,000* 500,000 


9,900,000* 9,900,000 


- 600,000 600,000 


9,700,000 24,400,000 
« 55,000,000 
é 40,000,000 
26,000,000 


55,000,000 
40,000,000 
26,000,000 
11,500,000 
2,200,000 
2,300,000 
20,000 , 000 


2,200,000 
2,000; 000 
10,000,000 


300,000 





Total @eeeeen8 


$36,500,000 $170,300,000 $206,800, 000 





* Jurisdiction over these notes has been reserved pending state commission 
approval which has not yet been received. 


The Installment Notes will be nonregistered and 
dated the date of their issue. The principal 
amounts will be due in twenty (20) equal annual 
installments on March 31st of each of the years 
1981 to 2000, inclusive. Interest on all notes will 
accrue from the date of issuance and is to be paid 
semi-annually in accordance with the provisions of 
said note on the unpaid principal thereof until fully 
paid. The interest rate will be the actual cost of 
money to Columbia with respect to its last sale of 
debentures prior to the issuance of said Notes, 
decreased by an amount necessary in order that 
the interest rate be a multiple of 1/10 of 1%. Co- 
lumbia sold $75,000,000 principal amount of de- 
bentures on May 19, 1976 (HCAR No. 19518), ata 
cost of money of 9.327%, and may sell additional 
long-term securities during the financing period. 


The Installment Notes to be issued initially will, 
therefore, bear an interest rate of 9.3% and In- 
stallment Notes to be issued subsequent to Co- 
lumbia’s future financings will carry an interest rate 
related to the last such sale of securities prior to 
the issuance of said Notes. None of the Install- 
ment Notes will be purchased by Columbia sub- 
sequent to March 31, 1980. 


It is stated that the proceeds from the issuance 
and sale of the Common Stock and Installment 
Notes, together with funds, generated from inter- 
nal sources, will be used to finance these sub- 
sidiaries’ capital expenditure programs and corpo- 
rate needs which involve estimated expenditures 
for 1979 as follows: 
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Net 
Salvage 
Gross and Non- Capital 
Additions Cash Items Expenditures 


$. $ $ 


$2,210,000 
20,013,000 
1,258,000 
737,000 
11,113,000 
986 , 000 
5,809, 000 


Net 





Columbia 
Columbia 
Columbia 
Columbia 
Columbia 


of Kentucky .. 

of Ohio 4 

of Maryland ..... 

OF Mew FOOk iiss ccs 
of Pennsylvania .. 
Columbia of Virginia 
Columbia of West Virginia ... 
Columbia Transmission ..:.... 
Columbia 

Development U. S. 

Development Canada . 

Columbia LNG ... 

Hydrocarbon 


$67,000 ‘§ 2,143,000 
223,000 19,790,000 
(24,000) 1,282,000 
(33,000) 770,000 
(59,000) 11,172,000 
(6,000) 992,000 
431,000 5,378,000 
133,911,000 24,842,000 109,069,000 
56,517,000 1,304,000 55,213,000 
86,881,000 ~ 86,881,000 
17,623,000 - 17,623,000 
2,714,000 117,000 2,597,000 
2,106,000 269,000 1,837,000 
3,613,000 


Coal Gasification .. 


20,676,000 


542,000 
2,128,000 


3,071,000 
18,548,000 





- $366,167,000 $29,801,000 $336,366 ,000 


The projected net capital expenditures for 1979 for 
the entire Columbia system are estimated at 
$336,888,000. This amount includes expenditures 
for projects to maintain and/or increase Colum- 
bia’s gas supply reserves which are estimated to 
approximate $186,849,000 or 55% of the system’s 
net capital expenditures. The expenditures for 
such projects include advances to producers, new 
gas transportation facilities, liquefied natural gas 
regasification facilities, the exploration for and de- 
velopment of gas reserves, and the research and 
development of the gasification of coal. 


By order dated December 31, 1974 (HCAR No. 
18749), the Commission approved the joint de- 
velopment agreement (“Agreement”) entered into 
on May 15, 1974, by Columbia’s wholly owned 
subsidiary, Columbia Coal Gasification Corpora- 
tion (“CG”) and the Carter Oil Company (‘‘Car- 
ter’). The Agreement was entered into subject to 
Commission approval and provided for the joint 
development of two West Virginia coal mines. The 
first mine is being developed in Wayne County, 
West Virginia. It is stated that delays caused by 
the coal strike and difficulties in securing a perma- 
nent power supply will prevent any substantial 
production in 1979. Current expectations are that 
development mining will commence in mid-1979, 
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with the first commercial production occuring near 
the end of the year or early in 1980. When in full 
operation, the mine will produce approximately 2.2 
million tons per year. A decision on the start of a 
second mine has been deferred because of un- 
certainties about market demand for the type of 
low-sulfur coal to be produced. Approximately 200 
million tons of low-sulfur coal located in Wayne 
and Lincoln counties, West Virginia, are dedicated 
to the Columbia-Monterey venture. Studies con- 
tinue on the development of an additional 275 mil- 
lion tons of proven low-sulfur coal reserves which 
Columbia owns in the same area of West Virginia. 
The application-declaration states that approxi- 
mately 120 million tons of these reserves are 
being offered to interested parties on a lease- 
royalty basis. The Commission’s order of De- 
cember 31, 1974 (HCAR No. 18749) authorized 
the issuance and sale from time to time through 
December 31, 1975, by CG of up to $11,000,000 
of its securities to Columbia for the development 
and operation of the West Virginia mines. That 
order further stated that the balance of the re- 
quired financing would be the subject of future ap- 
plications to the Commission. The Commission 
subsequently authorized additional capital ex- 
penditures for the years 1976, 1977, 1978, and 
through March 31, 1979 (HCAR Nos. 18978, 
19996, and 20523, respectively). CG has ex- 





pended $24,876,454 through December 31, 1978, 
and anticipates additional capital expenditures of 
$17,540,000 for the year 1979. It is expected that 
the total capital cost for the Wayne mine will be 
$146,000,000. CG’s proportionate share would be 
$73,000,000. CG now proposes to issue up to 
$20,000,000 of securities to Columbia, including 
$17,540,000 for mine development. 


It is also proposed that Columbia advance on open 
account to certain subsidiaries, and have out- 
standing from time to time, up to an aggregate 
amount of $306,400,000 to finance the purchase 
by such subsidiaries of underground storage gas 
inventories, miscellaneous other inventories and 
for short-term seasonal purposes. 


It is stated that the most-economical method of 
financing these inventories and other short-term 
seasonal requirements of subsidiary companies is 
to provide such funds on a short-term basis, to be 
taken as needed during the summer months and to 
be repaid during the winter from the proceeds of 
the sale of gas. It is further stated that the most 
feasible manner of accomplishing such short-term 
financing is to borrow the funds from Columbia. 


The proposed advances will be limited to the 
amount of each subsidiary’s estimated short-term 
financing requirements as shown below: 


Columbia of Ohio 
Columbia of West Virginia 
Columbia of Kentucky 
Columbia of Virginia 
Columbia of Pennsylvania 
Columbia of Maryland 
Columbia of New York 
Columbia Transmission 
Hydrocarbon 

Columbia LNG 


$95,400,000 
25,500,000 
12,500,000 
1,600,000 
27,700,000 
1,500,000 
3,800,000 
120,000,000 
3,400,000 
15,000,000 
$306,400,000 


The open account advances will initially bear 
interest at the rate in effect from time to time at the 
agent bank for Columbia’s short-term loan line of 
credit. Interest charges to the Subsidiaries sub- 
sequently will be adjusted, after the storage 
financing period, to the effective cost of money 
Columbia achieves on its short-term borrowing for 
this purpose. Substantially all of such advances 
are expected to be taken down by December 31, 
1979, however, a portion may be taken down dur- 


ing the period January 1, 1980, through May 31, 
1980. The funds would be advanced, repaid and 
reborrowed, as required from time to time for 
periods not exceeding one year from the date of 
each advance. All such advances are to be repaid 
on or before May 31, 1980. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $13,000, including charges for services of Co- 
lumbia Gas System Service Corporation estimated 
at $6,600. Orders have been obtained from vari- 
ous state public utility regulatory commissions 
authorizing the issuance and sale of securities for 
Columbia of Ohio, Columbia of Virginia and Co- 
lumbia of West Virginia. Concerning Columbia of 
Kentucky, Columbia of New York and Columbia of 
Pennsylvania, however, applications for authori- 
zation regarding the issuance and sale of securi- 
ties of these subsidiaries are still pending before 
the various state public utility regulatory commis- 
sions. 


No other state commission and no federal com- 
mission, other than this Commission, has jurisdic- 
tion over the proposed transactions. It is stated 
that the issuance of the Installment Notes and 
Common Stock by subsidiaries is exempted from 
the competitive bidding requirements of Rule 50 by 
reason of paragraph (a)(3) thereof since the ac- 
quisition by Columbia of the Installment Notes and 
Common Stock will have been approved by this 
Commission pursuant to Section 10 of the Act. It is 
further requested that the applicants be authorized 
to file certificates under Rule 24 with respect to the 
proposed transactions on a quarterly basis. 


Due notice of the filing of said application- 
declaration has been given in the manner pre- 
scribed in Rule 23 promulgated under the Act 
(HCAR. No. 20981), and no hearing has been re- 
quested of or ordered by the Commission. Upon 
the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no ad- 
verse findings are necessary; and that is appro- 
priate in the public interest and in the interest of 
investors and consumers that said application- 
declaration, as amended, be granted and per- 
mitted to become effective: 


IT 1S ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
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application-declaration, as amended, be, and it 
hereby is, granted and permitted to become effec- 
tive forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT IS FURTHER ORDERED that jurisdiction be, 
and it hereby is, reserved with respect to the is- 
suance and sale of the Installment Notes by Co- 
lumbia of Kentucky, Columbia of Pennsylvania and 
Columbia of New York, pending completion of the 
record with respect to these transactions. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21054/May 21, 1979 


In the Matter of 


JERSEY CENTRAL POWER & LIGHT COMPANY 
Morristown, New Jersey 


(70-6098) 


SUPPLEMENTAL ORDER AUTHORIZING 
PLEDGE IN CONNECTION WITH SHORT-TERM 
BORROWING AUTHORIZATION 


Jersey Central Power & Light Company (‘Jersey 
Central”), an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding 
company, has filed with this Commission a post- 
effective amendment to its application previously 
filed and amended in this matter pursuant to Sec- 
tion 6(b) of the Public Utility Holding Company Act 
of 1935 (‘‘Act”) and Rule 24(c)(2) promulgated 
thereunder concerning the following proposed 
transaction. 


By order dated May 4, 1979 (HCAR No. 21031), 
Jersey Central was authorized to incur short-term 
borrowings from among 32 commercial banks 
through December 31, 1979, up to a maximum 
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principal amount of the lesser of $140,000,000 or 
the amount permitted under its charter. This au- 
thorization represented an increase from that 
granted in a prior order dated March 22, 1979 
(HCAR No. 20991), which order set the authoriza- 
tion at the lesser of $105,000,000 or the amount 
permitted under its charter. Jersey Central had 
outstanding $72,400,000 of such debt on May 21, 
1979. 


By post-effective amendment Jersey Central 
states that in connection with the increased bor- 
rowings certain banks have requested it to furnish 
security for the additional loans of $30,000,000. 
Jersey Central proposes to do so by pledging and 
granting a security interest to such lending banks 
in approximately 800,000 pounds of yellowcake 
and in a certain contract between Jersey Central 
and Kerr-McGee Nuclear Corporation providing for 
the conversion and delivery thereof. Jersey Cen- 
tral believes the fair market value of the yellow- 
cake to be approximately $32,000,000 to 
$34,000,000. It is further stated that such banks 
have agreed to lend Jersey Central $6,000,000 
without security on an interim basis, pending the 
obtaining of requisite regulatory approvals for the 
granting of such security interest, and an addi- 
tional $24,000,000 after such approvals have been 
obtained, all such $30,000,000 total loans to be 
secured by such security interest. 


Jersey Central also requests to add five banks, 
First Pennsylavania Bank, Pittsburgh National 
Bank, Bankers Trust Company, Mellon Bank and 
Morgan Guaranty Trust Company to the list of 
those from which it may make short-term borrow- 
ings. 


There are no additional fees or expenses to be in- 
curred in connection with the proposed transac- 
tion. The New Jersey Board of Public Utilities has 
jurisdiction over Jersey Central's proposed grant- 
ing of a security interest in the uranium contract. 
No other state commission and no federal com- 
mission, other than this Commission has jurisdic- 
tion over the proposed transaction. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendment, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 





of investors and consumers that said application, 
as amended by said post-effective amendment, be 
granted: 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application, as amended by said post-effective 
amendment, be, and it hereby is, granted forth- 
with, subject to Jersey Central receiving all neces- 
sary approvals from the New Jersey Board of Pub- 
lic Utilities and further subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates thereunder 
shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21055/May 21, 1979 


In the Matter of 


TRANSGAS INC. 
95 East Merrimack Street 
Lowell, Massachusetts 01853 


(70-6315) 


NOTICE OF PROPOSAL BY NON-UTILITY SUB- 
SIDIARY TO FINANCE THE PURCHASE OF 
CRYOGENIC TRAILERS THROUGH SHORT 
TERM BORROWINGS 


NOTICE IS HEREBY GIVEN that Transgas Inc. 
(“Transgas”), a non-utility subsidiary of Colonial 
Gas Energy System (‘Colonial’), a registered 
holding company, has filed an application- 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) 
designating Sections 6 and 7 of the Act and Rule 
50(a)(4) promulgated thereunder as applicable to 
the proposed transaction. All interested persons 
are referred to the application-declaration, which is 


summarized below, for a complete statement of 
the proposed transaction. 


On October 7, 1977, Colonial filed an application 
for an unqualified exemption under Section 3(a)(1) 
of the Act (File No. 31-763). Its application for 
exemption is pending. As a result of discussions 
subsequent to the filing of Colonial’s application, 
the Division of Corporate Regulation (‘Division’) 
and Colonial have agreed by Stipulation and 
Agreement (“Stipulation”) dated January 26, 1978, 
that, pending the development of a plan of finan- 
cial simplification or recapitalization by Colonial 
appropriate to the requirements for exemption 
under Section 3(a)(1), Colonial would register as a 
public utility holding company under Section 5(a) 
for certain limited purposes. On February 2, 1978, 
pursuant to the Stipulation, Colonial filed the re- 
quired notification of registration under Section 
5(a) of the Act for the limited purpose of complying 
with the provisions of Sections 6, 7 and 12(b) of 
the Act. 


Transgas engages in the businesses of transport- 
ing and delivering liquid propane gas, liquified nat- 
ural gas, liquid ethelyne, other cryogenic or bulk 
gases and other similar and related products, to- 
gether with containers for such products, and of 
constructing, servicing and installing tanks and 
related equipment for the storage of such gases 
and facilities and equipment for use by public 
utilities and industrial companies. Transgas owns 
and operates various service and delivery vehicles 
and trailers used in connection with the activities 
outlined above. 


Transgas has obtained an opportunity to acquire 
from an unaffiliated company six additional used 
double-walled cryogenic trailers, which it needs in 
its business of transporting cryogenic gases as a 
common carrier. Transgas will acquire these trail- 
ers either directly from the seller or indirectly 
through Colonial. Transgas proposes to perma- 
nently finance the acquisition of these trailers with 
a short term loan in the amount of $175,000 from 
Maryland National Leasing Corporation or its 
nominee (‘Maryland National”). 


The terms of the loan from Maryland National to 
Transgas are proposed to be as follows: Maryland 
National will lend to Transgas the amount of 
$175,000 for the purchase of the six used 
double-walled cryogenic trailers delivered to 
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Transgas prior to June 30, 1979. The loan will 
bear interest at the rate of 13% per annum on the 
outstanding principal balance and will be repaid as 
follows: Transgas will pay interest only monthly in 
arrears from the date of Maryland National’s ad- 
vance to August 1, 1979. Thereafter, Transgas will 
be required to make six monthly loan payments, 
each in arrears, equal to 17.3043 percent of the 
loan amount. 


Upon acceptance of Maryland’s National’s pro- 
posal, Transgas will be required to pay a commit- 
ment fee of $1,750. The commitment fee will be 
returned if Maryland National fails to make a firm 
commitment but is otherwise non-refundable. A 
statement of the remaining fees, commissions and 
expenses incurred in connection with the proposed 
transaction will be filed by amendment. It is stated 
that no state or federal commission, other than this 
Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 14, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filling which he desires to controvert; or he 
may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the applicant-declarant at the 
above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certifi- 
cate) should be filed with the request. At any time 
after said date, the application-declaration, as filed 
or as it may be amended, may be granted and 
permitted to become effective as provided in Rule 
23 of the General Rules and Regulations promul- 
gated under the Act, or the Commission may grant 
exemption from such rules as provided in Rule 23 
of the General Rules and Regulations promulgated 
under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as 
it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is or- 
dered will receive any notices or orders issued in 
this matter, including the date of the hearing (if or- 
dered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Rel. No. 21056/May 22, 1979 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
Boston, Massachusetts 


(70-6253) 


SUPPLEMENTAL ORDER RELEASING JURIS- 
DICTION WITH RESPECT TO ISSUANCE AND 
SALE OF NOTES 


Eastern Utilities Associates (“EUA’’), a registered 
holding company, has filed with this Commission 
post-effective amendments to its application- 
declaration previously filed in this matter pursuant 
to Sections 6(a), 7 and 12(c) of the Public Utility 
Holding Company Act of 1935 (‘‘Act’”) and Rules 
42(b)(2) and 50 promulgated thereunder concern- 
ing the following proposed transactions. 


By order dated Febraury 7, 1979 (HCAR No. 
20916), EUA was granted an exemption from 
competitive bidding in connection with its pro- 
posed issuance and sale by negotiation to institu- 
tional investors of $22,500,000 aggregate principal 
amount of unsecured notes (“New Notes”). Juris- 
diction was reserved in said order with respect to 
the terms of sale of the New Notes, including the 
underwriters’ compensation, and with respect to 
the fees and expenses to be incurred in connec- 
tion with the proposed transactions. 


The proceeds from the sale of the New Notes will 
be used (i) to pay at maturity EUA’s remaining 
collateral trust bonds, 3-5/8% Series due 1979 
(“Bonds”), which are now outstanding in the prin- 
cipal amount of $2,437,000; (ii) to prepay EUA’s 
serial notes (“Serial Notes’), which are held by 





two banks and are now outstanding in the principal 
amount of $20,000,000; and (iii) to add to EUA’s 
treasury cash. 


The Bonds, which mature December 1, 1979, were 
issued and sold pursuant to an order dated 
November 30, 1954 (HCAR No. 12717), in the 
original principal amount of $7,250,000, which 
amount has been reduced to $2,437,000 through 
the operation of a sinking fund (and purchases in 
anticipation of its requirements). 


The Bonds are secured under an indenture and 
deed of trust between EVA and the First National 
Bank of Boston, successor trustee, by a lien on all 
the shares of common stock of EUA’s three direct 
electric utility subsidiaries. The Bonds are now 
subject to redemption at their principal amount 
plus accrued interest to date of redemption, with- 
out premium. 


The Serial Notes were issued and sold pursuant to 
an order dated September 3, 1976 (HCAR No. 
19670), under separate loan agreements with The 
First National Bank of Boston in the principal 


amount of $11,500,000 (‘First National Note”) and 
the Chase Manhattan Bank in the principal amount 
of $8,500,000 (‘Chase Note”). The First National 
Note bears interest at 125% of the sum of ¥2 of 1% 
plus the prime rate in effect from time to time at 
The First National Bank of Boston. The Chase 
Note bears interest at 115% of the “applicable 
rate” in effect at the Chase Manhattan Bank, such 
rate being the higher of (i) said bank’s prime com- 
mercial rate or (ii) the sum of 2 of 1% plus the 
average rate per annum (on a discount basis and 
adjusted to the nearest higher 1% of 1%) for 90 to 
119 day dealer placed, prime commercial paper. 
EUA also pays on the Chase Note a finance fee at 
a rate per annum equal to 15% of the “applicable 
rate” together with the payments of interest. 


The Serial Notes mature in semi-annual install- 
ments of $3,333,334 each, commencing 
November 30, 1979, and ending on May 31, 1982. 
Each Serial Note is prepayable, in whole or in part 
(not less than $250,000), at any time without pen- 
alty, provided that each prepayment of one Serial 
Note must be accompanied by a concurrent pro 
rata prepayment of the other Serial Note. The loan 


agreements relating to the Serial Notes provide in 
effect that if EUA issues additional or new collat- 
eral trust bonds, it must secure the Serial Notes by 
pledging and delivering to each holder of the Serial 
Notes a principal amount of such additional or new 
collateral trust bonds equal to the principal amount 
of that holder’s Serial Notes which are to remain 
outstanding. In addition the loan agreement relat- 
ing to the Chase Note requires that the net pro- 
ceeds of any issue of common shares by EUA 
after November 30, 1979, be applied to pro rata 
prepayments of the Serial Notes. 


By post-effective amendments EUA states that 
$20,000,000 principal amount of the New Notes 
will be sold in May 1979, and the proceeds used to 
prepay the Serial Notes, and that $2,500,000 prin- 
cipal amount will be sold on November 30, 1979, 
and the proceeds used to pay the Bonds at matur- 
ity, with any unused portion of such proceeds 
being added to EUA’s treasury cash. 


The New Notes will mature March 1, 1999, will 
bear interest at a rate of 10%% per annum, and 
will be subject to mandatory prepayments of 
$1,125,000 on March 1 in each of the years 1984 
through 1994 and of $2,025,000 on March 1 in 
each year beginning in 1995 and continuing until 
the New Notes are paid in full. The New Notes are 
subject to optional prepayment without premium in 
amounts equal to the required prepayments on 
March 1 of each year of such mandatory prepay- 
ments, provided that the aggregate amount of 
such optional prepayments cannot exceed 
$6,750,000. The New Notes are also subject to 
optional prepayment in whole or in part at any time 
at a premium of 10.25% until March 1, 1980, and 
at progressively smaller premiums in the years 
thereafter (except that such premium shall be 
9.5% between March 1, 1984, and February 28, 
1989, if the proceeds for such prepayment are de- 
rived from the issuance of debt or preferred stock 
by EUA or any affiliate having an effective interest 
cost less than the effective interest cost of New 
Notes), and to mandatory prepayment without 
premium in certain extraordinary events set forth 
in the note agreements concerning their issuance. 
The New Notes will be sold at 100% of their princi- 
pal amount pursuant to note agreements to be 
entered into with the following institutional pur- 
chasers for loans in these amounts: 
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Lender 


Massachusetts Mutual 

Life Insurance Company 
Aetna Life Insurance Company 
John Hancock Mutual 

Life Insurance Company 
The Lincoln National Life 

Insurance Company 
Connecticut General 

Life Insurance Company 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $172,000, including legal fees of EUA of 
$32,500, legal fees of counsel for the purchasers 
of $28,000 and underwriters’ fees and expenses of 
$90,000. No state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


Upon the basis of the facts in the record, as 
amended by said post-effective amendments, it is 
hereby found that the applicable standards of the 
Act and the rules thereunder are satisfied and that 
no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended by said post-erfective 
amendments, be granted and permitted to become 
effective and that the jurisdiction heretofore re- 
served be released. 


IT IS ORDERED, pursuant to the applicable provi- 
sions of the Act and rules thereunder, that said 
application-declaration, as amended by said 
post-effecitve amendments, be, and it hereby is, 
granted and permitted to become effective forth- 
with and that the jurisdiction heretofore reserved in 
this matter be, and it hereby is, released. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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May 1979 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21057/May 22, 1979 


In the Matter of 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


(70-6316) 


NOTICE OF PROPOSED CHARTER AMEND- 
MENTS REGARDING PREFERRED AND COM- 
MON STOCK 


NOTICE IS HEREBY GIVEN that Louisiana Power 
& Light Company (‘Louisiana’), an electric utility 
subsidiary of Middle South Utilities, Inc. (“Middle 
South”), a registered holding company, has filed a 
declaration with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 
(“Act”), designating Sections 6(a) and 7 of the Act 
as applicable to the proposed transactions. All in- 
terested persons are referred to the declaration, 
which is summarized below, for a complete state- 
ment of the proposed transactions. 


Under its Articles of Incorporation, as heretofore 
amended (‘Charter’), Louisiana is authorized to 
have outstanding only one class of preferred stock 
consisting of 2,055,000 shares having a par vaiue 
of $100 per share (‘$100 Preferred Stock’), of 
which 1,455,000 shares have been issued in 
twelve series and are presently outstanding and 
600,000 authorized but unissued shares remain 





November 1979 » 


available for issuance. Louisiana’s Charter also 
authorizes 100,000,000 shares of common stock 
without nominal or par value, of which 61,352,000 
shares have been issued and are outstanding, all 
owned by Middle South, and 38,648,000 au- 
thorized but unissued shares remain available for 
issuance. 


The declaration states that, because its Charter 
does not provide therefor, Louisiana is unable to 
take advantage of a market for preferred stock 
having a par value of $25 per share. The company 
believes that its ability to sell preferred stock on 
favorable terms would be strengthened by the cre- 
ation of a new class of preferred stock having a 
par value of $25 per share, thus enabling it to 
issue and sell preferred stock having a par value 
of either $25 per share or $100 per share de- 
pending on market conditions at the time of sale. 


Louisiana therefore proposes to amend its Charter 
to provide for 12,000,000 shares of a new class of 
preferred stock having a par value of $25 per 
share (“$25 Preferred Stock’) and to increase the 
authorized number of shares of $100 Preferred 
Stock from 2,055,000 shares to 4,500,000 shares, 
thereby providing authorization for 3,045,000 
shares of $100 Preferred Stock over and above 
the 1,455,000 shares thereof presently issued and 
outstanding. Assuming that, due to future market 
conditions, the company were to issue only one 
class of preferred stock over approximately the 
next three years and that earnings coverages do 
not limit the amounts of preferred stock financing 
contemplated by the company, Louisiana esti- 
mates that the shares of such class so authorized 
and available for issuance would be exhausted in 
approximately three years. 


At the same time, Louisiana proposes further to 
amend its Charter to increase the authorized 
number of shares of its common stock from 
100,000,000 shares to 150,000,000 shares, 
thereby providing authorization for 88,648,000 
shares of such stock over and above the 
61,352,000 thereof presently issued and out- 
standing. The company estimates that the shares 
of common stock so authorized and available for 
issuance would be exhausted in approximately five 
years and believes it would be desirable to provide 
for this additional common stock at this time. 


Finally, Louisiana proposes further to amend its 
Charter to eliminate therefrom certain ‘‘dead- 
wood”, consisting of language relating to redemp- 
tions and restrictions on redemptions of certain 
series of the company’s presently outstanding 
preferred stock during periods of time which are 
now past. 


Upon the amendment of the company’s Charter as 
proposed herein, the $100 Preferred Stock and the 
$25 Preferred Stock would be of equal rank and, 
except as to matters relating to par value, certain 
voting rights (including matters relating to quorums 
and adjournments), and variations between the re- 
spective series thereof, would confer equal rights 
upon the holders thereof. Each class of preferred 
stock would be issuable in series from time to 
time. Generally, the voting rights of the $100 Pre- 
ferred Stock would be one vote per share and the 
voting rights of the $25 Preferred Stock would be 
one quarter vote per share. 


The proposed Charter amendments will require 
favorable action by Middle South as holder and 
owner of all of the outstanding common stock of 
Louisiana, which is the only stock of the company 
entitled to vote on the matter. Middle South has 
indicated its willingness to take such action. 


Louisiana’s construction program contemplates 
expenditures of approximately $268,600,000 in 
1979, and the company estimates that its con- 
struction expenditures will amount to approxi- 
mately $289,000,000 in 1980 and $280,000,000 in 
1981 (in each case, excluding nuclear fuel ex- 
penditures). A major portion of these funds is ex- 
pected to be obtained from external sources 
through the sale of securities, including preferred 
stock. 


The fees and expenses to be incurred in connec- 
tion with the proposed transactions are estimated 
at $6,100, including legal fees of $4,000. It is 
stated that no state commission and no federal 
commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 18, 1979, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for 
such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he 
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may request that he be notified if the Commission 
should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served person- 
ally or by mail upon the declarant at the above- 
stated address, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after 
said date, the declaration, as filed or as it may be 
amended, may be permitted to become effective 
as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such action as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices or or- 
ders issued in this matter, including the date of the 
hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 
Release No. 21058/May 23, 1979 


In the Matter of 


Monongahela Power Company 
1310 Fairmont Avenue 
Fairmont, West Virginia 26554 


The Potomac Edison Company 
Downsville Pike 
Hagerstown, Maryland 21740 


West Penn Power Company 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 
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(70-6179) 


ORDER RELEASING JURISDICTION 


By orders dated August 14, 1978 (HCAR No. 
20672), October 24, 1978 (HCAR No. 20745) and 
February 21, 1979 (HACR No. 20925) in this mat- 
ter the Commission authorized Monongahela 
Power Company (“Monongahela”), The Potomac 
Edison Company and West Penn Power Com- 
pany, each a public utility subsidiary of Allegheny 
Power System, Inc., a registered holding com- 
pany, to enter into certain transactions to finance 
the construction of pollution control facilities at the 
Pleasants Power Station located in Pleasants 
County, West Virginia. The Commission’s order of 
February 21, 1979 reserved jurisdiction over the 
fees, commissions and expenses to be incurred by 
Monongahela in connection with the instant trans- 
action. 


Monongahela has now filed a post-effective 
amendment to its application-declaration informing 
the Commission that the fees, commissions and 
expenses to be incurred by it in connection with 
the instant transaction will amount to $143,834, in- 
cluding legal fees of $42,556 and accounting fees 
of $45,000. 


IT IS ORDERED that the jurisdiction reserved in 
the Commission’s order of Feburary 21, 1979 with 
respect to the fees, commissions and expenses to 
be incurred by Monongahela in connection with 
the instant transaction be, and it hereby is, re- 
leased effective forthwith, subject to the terms and 
conditions prescribed in Rule 24 promulgated 
under the Public Utility Holding Company Act of 
1935. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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J 935 
Release No. 21059/May 23, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6069/May 23, 1979 





TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 526/May 23, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6069/May 23, 1979 





@nvestment COMPANY ACT OF 1940 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10704/May 21, 1979 


In the Matter of 


VANCE, SANDERS EXCHANGE FUND (A 
California Limited Partnership) 

VANCE, SANDERS MUNICIPAL BOND FUND, 
LTD. 

VANCE, SANDERS & COMPANY, INC. 

One Beacon Street 

Boston, Massachusetts 02108 


WILLIAM M. GRIFFIN 

c/o Hartford Fire Insurance Company 
Hartford Plaza 

Hartford, Connecticut 06115 


and 
JACK L. TREYNOR 


19 East 42nd Street 
New York, New York 10017 


(812-4321) 


NOTICE OF FILING OF APPLICATION PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM THE PROVISIONS OF SEC- 
TION 2(a)(19) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Vance, Sanders 
Exchange Fund (A California Limited Partnership) 
(“Exchange Fund”), and Vance, Sanders Munici- 
pal Bond Fund, Ltd. (“Bond Fund”) (collectively, 
“Funds’’), each registered under the Investment 
Company Act of 1940 (‘Act’) as a diversified, 
open-end, management investment company, 
Vance, Sanders and Company, Inc. (‘‘Vance San- 
ders’), investment adviser to the Funds and prin- 
cipal underwriter for the Bond Fund, William M. 
Griffin (“Griffin”) and Jack L. Treynor (“Treynor’) 
(the Funds, Vance Sanders, Griffin and Treynor 
are hereinafter referred to collectively as ‘“Appli- 
cants’’), filed an application on June 2, 1978, and 
amendments thereto on September 14, 1978, 
January 12, 1979, and March 19, 1979, pursuant 
to Section 6(c) of the Act, for an order of exemp- 
tion from the definition of “interested person” 
contained in Section 2(a)(19) of the Act to the ef- 
fect that: (1) Griffin shall not be deemed to be an 
“interested person” of the Bond Fund or Vance 
Sanders by reason of his status as (a) a director, 
executive vice president and chairman of the fi- 
nance committee of Hartford Fire Insurance Com- 
pany (‘Hartford Fire’); (b) a director and president 
of Hartford Securities Company, Inc. (“Hartford 
Securities”); (c) a director, vice president and 
chairman of the finance committee of Hartford Life 
Insurance Company (‘Hartford Life’); or (d) a di- 
rector, vice president and chairman of the finance 
committee of Hartford Variable Annuity Life Insur- 
ance Company (‘Hartford Variable Annuity’), and 
(2) Treynor shall not be deemed to be an “in- 
terested person” of the Funds or Vance Sanders 
by reason of his status as a director of and con- 
sultant to Wilshire Associates, Inc. (“Wilshire”) 
(formerly O’Brien Associates, Inc.). All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


Applicants state that the Funds are limited 
partnerships organized under California law, and 
that Vance Sanders serves both Funds as invest- 
ment adviser and the Bond Fund as principal 
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underwriter. The application states that Griffin has 
agreed to serve as a Director General Partner of 
the Bond Fund, but that Griffin's election as a Di- 
rector General Partner will only become effective if 
and when the requested exemptive order is is- 
sued. Applicants submit that it is in the public 
interest, as well as in the interest of the Bond Fund 
and its shareholders, that Griffin be permitted to 
serve as a disinterested director of the Bond Fund. 


The application further states that Treynor pres- 
ently serves as a Director General Partner of the 
Bond Fund and as a managing General Partner of 
the Exchange Fund. According to the application, 
Treynor wishes to serve as a director of and con- 
sultant to Wilshire. Applicants state that they have 
requested an exemptive order so that Treynor may 
continue to serve as a disinterested director of the 
Funds. 


The Bond Fund, Vance Sanders and Griffin state 
that Griffin’s principal occupation is executive vice 
president, director and chairman of the finance 
committee of Hartford Fire, a property and liability 
insurer which is a 99% owned subsidiary of Inter- 
national Telephone and Telegraph Corporation, 
and that he is also an officer and director of a 
number of subsidiary companies of Hartford Fire, 
including Hartford Securities, Hartford Life and 
Hartford Variable Annuity. According to the appli- 
cation, Hartford Securities, a wholly-owned sub- 
sidiary of Hartford Fire, is a registered broker- 
dealer under the Securities Exchange Act of 1934 
(“Exchange Act’) solely to enable it to engage in 
securities transactions on behalf of Hartford Fire 
and its affiliates. They further state that Hartford 
Life is another wholly-owned subsidiary of Hartford 
Fire, and that Hartford Variable Annuity is a 
wholly-owned subsidiary of Hartford Life. The ap- 
plication states that Hartford Equity Sales Com- 
pany, Inc., (“Equity Sales”), a wholly-owned sub- 
sidiary of Hartford Variable Annuity, is registered 
with the Commission as a broker-dealer under the 
Exchange Act solely to enable it to engage in the 
business of selling variable annuity contracts is- 
sued by Hartford Variable Annuity. 


The Funds, Vance Sanders and Treynor state that 
Treynor is a shareholder of Wilshire, owning less 
than five percent of its outstanding stock, and that 
Wilshire, a broker-dealer registered under the Ex- 
change Act and an investment adviser registered 
under the Investment Advisers Act of 1940, was 
organized in 1972 to provide computer related 
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portfolio analyses and services to pension and en- 
dowment trusts and their institutional managers. 
The application states that Wilshire: (1) does ro 
manage money or engage in a general brokerage 

business; (2) is not a “full service” broker-dealer; 
(3) is not a member of any stock exchange; and 
(4) does not make a market either in over-the- 
counter securities or in exchange listed securities. 
The application further states that Wilshire does 
not sell mutual fund shares or participate in un- 
derwritings, and that it does not recommend spe- 
cific securities to its clients. According to the appli- 
cation, Wilshire does not provide brokerage serv- 
ices, except as a manner of payment by its clients 
which have the option of paying Wilshire for its 
other services either in cash or in brokerage. 


The application states that Treynor expects to 
spend a maximum of 12 days per year providing 
advice to Wilshire or its clients, and that he might 
be called upon to give advice with respect to com- 
puter programs being designed or modified by 
Wilshire, or to comment on reports being prepared 
by Wilshire for its clients. The application further 
states that Treynor may also be asked to assist 
clients of Wilshire concerning policy decisions on 
the long-range risk policies of investment. 
portfolios or to advise them on their cecision® 
making processes and the manner in which the 
conduct their investment management functions. 
According to the application, Treynor: (1) may 
refer potential clients to Wilshire, and explain Wil- 
shire’s services or reports to clients and potential 
clients; (2) will not advise Wilshire or its clients on 
short-term risk policies or on the investment merit 
of specific companies or industries; (3) will be paid 
a consultant's fee (currently at the rate of $1,000 
per day); and (4) will not have an office at Wil- 
shire’s place of business or participate in any offi- 
cer or employee benefits of Wilshire. 


Section 2(a)(19) of the Act, in pertinent part, de- 
fines an “interested person” of an investment 
company, and of any investment adviser of or 
principal underwriter for an investment company, 
to include, inter alia, any broker or dealer regis- 
tered under the Exchange Act or any affiliated per- 
son of such broker or dealer. Section 2(a)(3) of the 
Act defines an “affiliated person” of another per- 
son to include, inter alia, any director, officer or 
employee of such other person. Applicants state 
that: (1) Griffin, as a result of his positions with 
Hartford Fire, Hartford Securities, Hartford Lif 

and Hartford Variable Annuity, would be rnc 





ered to be an affiliated person of Hartford Securi- 
ties and possibly of Hartford Equity Sales and 
thus, an interested person of the Bond Fund and 
Vance Sanders, and (2) Treynor, as a director of 
Wilshire, would be an “affiliated person” of a 
broker or dealer and, therefore, an “interested 
person” of the Funds and Vance Sanders. 


Section 6(c) of the Act provides, in part, that the 
Commission may upon application, conditionally or 
unconditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities or transactions, from any of the provi- 
sions of the Act or of any rule or regulation there- 
under, if and to the extent that such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


The Bond Fund, Vance Sanders and Griffin assert 
that Griffin’s relationships with Harford Fire and its 
subsidiaries will not impair his independence in 
acting on behalf of the Bond Fund. They state that 
Hartford Securities has never acted as a broker or 
dealer or engaged in securities transactions for 
any person not an affiliate of Hartford Fire, and 
that the business of Hartford Equity Sales relates 
solely to the marketing of variable annuity con- 
tracts issued by Hartford Variable Annuity. They 
further state that: (1) Hartford Securities and 
Hartford Equity Securities do not intend to sell se- 
curities to, or to purchase any securities from, the 
Bond Fund; (2) the Bond Fund will not purchase 
securities from or through, or sell securities to or 
through, Hartford Securities or Hartford Equity 
Sales; and (3) such undertaking will not adversely 
affect the Bond Fund. 


According to the application, Griffin is a man of 
recognized integrity, experience and competence 
in the investment industry and in the area of finan- 
cial institutions, and that it is therefore in the public 
interest, as well as in the interest of the Bond Fund 
and its shareholders, that Griffin be permitted to 
serve as a disinterested director of the Bond Fund. 


On August 10, 1977, an order of the Commission 
(Investment Company Act Release No. 9893) was 
issued to Vance Sanders, Griffin, and 13 funds 
advised by Vance Sanders (‘‘Vance, Sanders 
CO. pursuant to Section 6(c) of the Act, de- 

laring that Griffin shall not be deemed to be an 


interested person of the Vance, Sanders Group, or 
their investment adviser or their principal under- 
writer, within the meaning of Section 2(a)(19) of 
the Act by reason of Griffin's association with 
Hartford Fire, Hartford Securities, Hartford Life, 
and Hartford Variable Annuity. 


The Funds and Vance Sanders assert that they 
have no financial interest in or relationship with 
Wilshire, and state that Treynor would be subject 
to no conflicts of interest as a result of his relation- 
ships with Wilshire. The Funds and Vance San- 
ders have undertaken that as long as Treynor is a 
director of the Funds and is concurrently a director 
of or consultant to Wilshire, they will not enter into 
any transaction which might confer a benefit on 
Wilshire. The Funds and Vance Sanders agree 
that if at any time following the issuance of an 
order pursuant to the application, either Fund, 
Vance Sanders or any other investment company 
advised by Vance Sanders, transacts any busi- 
ness with Wilshire, such order shall thereafter 
have no effect with respect to Treynor. 


On April 1, 1974, an order of the Commission (In- 
vestment Company Act Release No. 8294) was is- 
sued to the Vance, Sanders Group (other than the 
Exchange Fund) and Treynor, pursuant to Section 
6(c) of the Act, declaring that Treynor shall not be 
deemed to be an interested person of those funds, 
or their investment adviser or their principal 
underwriter, within the meaning of Section 2(a)(19) 
of the Act by reason of Treynor’s proposed status 
as a director and shareholder of and consultant to 
O’Brien Associates, Inc. (Wilshire’s predecessor 
corporation). According to the application, sub- 
sequent to the issuance of such order, Treynor 
became a director of and consultant to that com- 
pany, but at present his only association with Wil- 
shire is as a shareholder. The Funds and Vance 
Sanders state that (1) Treynor is a man of recog- 
nized integrity, experience and competence in the 
investment company industry and in the invest- 
ment management consultant field; (2) Treynor is 
familiar with the application of new technology and 
concepts to investment research and decision 
making processes; and (3) it is in the public inter- 
est and in the interests of the Funds and their 
shareholders that he continue to serve as a disin- 
terested director of the Funds. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 12, 1979, at 5:30 
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p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicants at the addresses stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10705/May 21, 1979 


In the Matter of 


AMERICAN UTILITY SHARES, INC. 
63 Wall Street 
New York, New York 10005 


(811-2289) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER PURSUANT TO SECTION 8(f) OF THE 
ACT DECLARING THAT APPLICANT HAS 
CEASED TO BE AN INVESTMENT COMPANY 


NOTICE IS HEREBY GIVEN that American Utility 
Shares, Inc. (‘Applicant’), a closed-end, diver- 
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sified management company registered under the 
Investment Company Act of 1940 (‘Act’), filed an 
application on Form N-8F on April 26, 1979, pur- 
suant to Section 8(f) of the Act and Rule 8f-1 
thereunder, for an order declaring that Applicant 
has ceased to be an investment company. All in- 
terested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are 
summarized below. 


On May 23, 1972, Applicant, a Maryland corpora- 
tion, registered under the Act and filed a registra- 
tion statement under the Securities Act of 1933 
with respect to $35,200,000 of common stock ($1 
par value). Such registration statement became 
effective on August 16, 1972, and Applicant com- 
menced offering its shares to the public on that 
date. On November 3, 1972, Applicant filed a sec- 
ond registration statement under the Securities Act 
of 1933 with respect to a rights offering covering 
$6,133,419 of common stock. Applicant's second 
registration statement became effective on 
November 28, 1972, the date on which the public 
offering commenced. 


Applicant represents that its legal existence under 
the laws of Maryland terminated on July 31, 1978, 
as a result of a statutory merger into Lord Abbett 
Income Fund, Inc. (“Lord Abbett Income”), a di- 
versified, open-end, management company regis- 
tered under the Act. The investment manager of 
and principal underwriter for Lord Abbett Income is 
Lord, Abbett & Co., which, since August 1, 1975, 
also served as investment manager of Applicant. 
Applicant and Lord Abbet Income received an 
order (Investment Company Act Release No. 
10317) on July 10, 1978, permitting the merger. As 
a result of the merger, Applicant's stockholders re- 
ceived stock of Lord Abbett Income at a conver- 
sion rate based on the relative per share net asset 
values of the two companies. Applicant further 
states that it has no assets or liabilities, that it is 
not a party to any litigation or administrative pro- 
ceeding, and that it currently has no security hol- 
ders. Applicant represents that it is not now en- 
gaged, nor does it propose to engage, in any busi- 
ness activities other than those necessary for the 
winding up of its affairs. 


Section 8(f) of the Act provides, in part, that when 
the Commission upon application finds that a reg- 
istered investment company has ceased to be an 
investment company, it shall so declare by order 





and, upon the taking effect of such order, the reg- 
istration of such company shall cease to be in ef- 
fect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 15, 1979, at 5:30 
p.m., submit to the Commission in writing a re- 
quest for a hearing on the matter accompanied by 
a statement as to the nature of his interest, the 
reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall 
order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. 
A copy of such request shall be served personally 
or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of 
the application will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10706/May 23, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6069/May 23, 1979 


NVESTMENT COMPANY ACT OF 1940 
elease No. 10707/May 23, 1979 


In the Matter of 


INVESTORS MUTUAL, INC. 
INVESTORS STOCK FUND, INC. 
INVESTORS SELECTIVE FUND, INC. 
INVESTORS VARIABLE PAYMENT FUND, INC. 
IDS NEW DIMENSIONS FUND, INC. 
IDS PROGRESSIVE FUND, INC. 
IDS BOND FUND, INC. 
IDS CASH MANAGEMENT FUND, INC. 
IDS TAX-EXEMPT BOND FUND, INC. 
IDS HIGH YIELD TAX-EXEMPT FUND, INC. 
1000 Roanoke Building 
Minneapolis, Minnesota 55402 

and 
INVESTORS DIVERSIFIED SERVICES, INC. 
IDS Tower 
Minneapolis, Minnesota 55402 


(812-4403) 


NOTICE OF APPLICATION FOR AN ORDER 
PURSUANT TO SECTION 11(a) OF THE ACT TO 
PERMIT OFFERS OF EXCHANGE AND PUR- 
SUANT TO SECTION 6(c) OF THE ACT FOR 
EXEMPTION FROM THE PROVISIONS OF SEC- 
TION 22(d) OF THE ACT AND RULE 22d-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Investors Mutual, 
Inc. (‘‘Mutual’’), Investors Stock Fund, Inc. 
(“Stock”), Investors Selective Fund, Inc. (“Selec- 
tive’), Investors Variable Payment Fund, Inc. 
(‘Variable’), IDS New Dimensions Fund, Inc. 
(“New Dimensions”), IDS Progressive Fund, Inc. 
(“Progressive”), IDS Bond Fund, Inc. (“Bond”), 
IDS Cash Management Fund, Inc. (“Cash Man- 
agement’), IDS Tax-Exempt Bond Fund, Inc. 
(“Tax-Exempt”), and IDS High Yield Tax-Exempt 
Fund, Inc. (“High Yield’) (collectively referred to 
as “the Funds’), open-end, management invest- 
ment companies registered under the Investment 
Company Act of 1940 (‘Act’), and Investors Di- 
versified Services, Inc. (“IDS”), each Fund’s in- 
vestment advisor and principal underwriter (col- 
lectively referred to with the Funds as ‘‘Appli- 
cants”’), filed an application on December 8, 1978, 
and an amendment thereto on May 10, 1979, for 
an order of the Commission, pursuant to Section 
11(a) of the Act, permitting certain transfers 
among the Funds and IDS Growth Fund, Inc. 
(“Growth”) (the Funds and Growth hereinafter 
collectiviey referred to as “the Investors Group of 
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Funds’), on a basis other than their net asset 
value per share at the time of transfer and, pur- 
suant to Section 6(c) of the Act, exempting such 
transfers from the provisions of Section 22(d) of 
the Act and Rule 22d-1 thereunder. All interested 
persons are referred to the application on file with 
the Commission for a statement of the representa- 
tions contained therein, which are summarized 
below. 


IDS, as principal underwriter for the Funds, main- 
tains a continuous public offering of shares of each 
of the Funds at their respective net asset value 
plus a sales charge. On purchases of less than 
$15,000, the sales charge is 3 1/2% for Bond, 7% 
for Selective, 8% for Mutual, Stock, Variable, New 
Dimensions, Progressive and Growth. Tax-Exempt 
and High Yield have a 4% sales charge on pur- 
chases of less than $50,000. For each of the In- 
vestors Group of Funds, the sales charge is re- 
duced on larger purchases, except Bond which 
has a level 3 1/2% sales charge. There is no sales 
charge for purchasers of Cash Management. 


Applicants state that on June 7, 1977, the Com- 
mission entered an order pursuant to Section 
11(a) of the Act permitting transfers among certain 
of the Investors Group of Funds on a basis other 
than their relative net asset values and, pursuant 
to Section 6(c) of the Act, exempting such trans- 
fers from the provisions of Section 22(d) of the Act 
and Rule 22d-1 thereunder. (Investment Company 
Act Release No. 9807). According to the applica- 
tion, the shareholders of Mutual, Stock, Variable, 
Progressive, New Dimensions and Growth cur- 
rently have the privilege of transferring their 
shares into shares of each of the Investors Group 
of Funds, except Bond and Growth, at net asset 
value without paying a sales charge. Applicants 
further state that the shareholders of Selective, 
Bond, Tax-Exempt and High Yield who have held 
their investments for eight months or more have 
the same transfer privilege described above, ex- 
cept that shareholders of High Yield, Selective and 
Tax- Exempt may transfer their shares at net asset 
value into Tax-Exempt or High Yield at any time. 
The shareholders of each of the Investors Group 
of Funds, except Cash Management, who have 
held their shares eight months or more transfer 
into Bond at net asset value without paying a sales 
charge. 


Applicants further state that the shareholders of 
Bond and Tax-Exempt who have held their shares 
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for less than eight months have the privilege of 
transferring into Mutual, Stock, Variable, Progres- 
sive, New Dimensions, Tax-Exempt and Selective 
on payment of an additional sales charge. Share- 
holders of Selective who have held their shares for 
less than eight months may transfer into Mutual, 
Stock, Variable, Progressive and New Dimensions 
upon paying an additional sales charge. Applicants 
represent that in each instance the additional 
sales charge is equal to the difference between 
the sales charge actually paid and that which 
would have been imposed had the original invest- 
ment been in the Fund into which the subsequent 
transfer was made. No transfers are permitted into 
Cash Management by shareholders of Selective, 
Bond, Tax-Exempt and High Yield who have held 
their shares less than eight months. Shareholders 
of the Investors Group of Funds do not have the 
privilege of transferring into Growth. 


Shareholders of Cash Management who acquired 
their shares with redemption proceeds from one of 
the other Investors Group of Funds may transfer 
their shares into shares of each of the Investors 
Group of Funds, except Growth, at net asset value 
without paying a sales charge. Shares of Cash 
Management that were purchased directly may be 
redeemed and the redemption proceeds invested 
in shares of each of the Investors Group of Funds 
by paying the applicable sales charge. Shares of 
Cash Management that were acquired with the re- 
demption proceeds from one of the other Investors 
Group of Funds will be transferred first. 


Bond now proposes to permit the shareholders of 
the other Investors Group of Funds, except Cash 
Management, who have held their shares for less 
than eight months to transfer their shares into 
shares of Bond on payment of an additional sales 
charge. This additional sales charge will be equal 
to the difference between the sales charge paid on 
the shares of the other Investors Group of Funds 
from which the transfer is being made and the 
sales charge that would have been paid had the 
investment been made in Bond originally. 


In addition, it is proposed that the shareholders of 
High Yield who have held their shares for less than 
eight months be permitted to transfer their shares 
into shares of Mutual, Stock, Selective, Variable, 
New Dimensions and Progressive on payment of 
an additional sales charge. This additional sales 
charge will be equal to the difference between the 





sale charge paid upon the purchase of shares of 
High Yield and the sales charge that would have 
been paid had the offering Funds’ shares been 
purchased originally. 


High Yield also proposes to permit the sharehold- 
ers of Bond who have held their shares for less 
than eight months to transfer their shares into 
shares of High Yield on payment of an additional 
sales charge. This additional sales charge will be 
equal to the difference between the sales charge 
paid upon the purchase of shares of Bond and the 
sales charge that would have been paid had the 
investment been made in High Yield originally. 


High Yield further proposes to permit the share- 
holders of Cash Management who have acquired 
their shares by direct purchase to redeem their 
shares and reinvest the redemption preceeds in 
shares of High Yield by paying the applicable 
sales charge. 


Section 11(a) of the Act provides that it shall be 
unlawful for any registered open-end company or 
any principal underwriter for such company to 
make, or cause to be made, an offer to the share- 
holder of a security of such company or of any 
other open-end investment company to exchange 
his security for a security in the same or another 
such company on any basis other than the relative 
net asset values of the respective securities to be 
exchanged unless the terms of the offer have first 
been submitted to and approved by the Commis- 
sion. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable se- 
curity issued by such company to any person ex- 
cept at a current public offering price described in 
the prospectus. The sales charge described in the 
prospectus of each of the Investors Group of 
Funds is normally greater than the sales charge 
which would be applicable to a proposed transfer. 
Rule 22d-1 permits certain variations in sales load, 
none of which it is alleged are applicable to the 
proposed transfer privileges. 


Applicants state that the purpose of the proposed 
transfer privileges and the eight month restriction, 
where applicable, is to discourage attempts to cir- 
cumvent the higher sales charges that could occur 
were an investor to purchase any of the Investors 


Group of Funds with a lower sales charge and, 
subsequently, transfer the investment at net asset 
value for an investment in one of the other Inves- 
tors Group of Funds which imposes a higher sales 
charge than the Fund originally purchased. Appli- 
cants further state that under certain circum- 
stances it might be found that IDS, as underwriter 
for each of the Investors Group of Funds would be 
violating Section 22(d) of the Act, since an investor 
would be able to purchase shares of one of the 
Investors Group of Funds at a sales charge other 
than that described in the prospectus merely by 
purchasing shares of Selective, Bond, Tax- 
Exempt, or High Yield and subsequently transfer- 
ring those shares after eight months at net asset 
value into shares of one of the other Investors 
Group of Funds. Appropriate disclosure of the 
terms of the proposed transfer privileges will be 
made in the prospectuses of each of the Investors 
Group of Funds. 


Applicants further represent that pursuant to the 
distribution agreements between IDS and each of 
the Investors Group of Funds, except Cash Man- 
agement, IDS receives a sales charge equal to the 
difference between the total amount received upon 
each sale of shares and the net asset value of 
such shares at the time of sale, a portion of which 
is paid to IDS sales representatives as commis- 
sions. With respect to those transfers described 
above which involve the payment of any additional 
sales charge, Applicants state that IDS will pay to 
the applicable sales representative that portion of 
the additional sales charge which he would have 
received if the sale of shares of the higher load 
Fund had been made initially. Applicants further 
note that Bond imposes a sales charge for rein- 
vested dividends by shareholders of Bond, which 
could result in the payment of an additional com- 
mission to the IDS sales representative who 
helped with the transfer. Applicants assert, how- 
ever, that since each dividend reinvestment is a 
new sale which, technically, is not included in the 
original transfer, and that in many cases the cus- 
tomer calls the IDS sales representative to help 
with such dividend reinvestment, it is appropriate 
to reimburse such sales representative for his ef- 
fort. Applicants further state that they believe that 
there is not sufficient financial incentive for an IDS 
sales representative to initiate such transfers for 
his own benefit. Applicants represent that IDS has 
established sufficient internal monitoring and re- 
view procedures to ensure that such transfers are 
made at the request of the customer and not for 
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the IDS sales representative’s personal gain (in- 
cluding monitoring the frequency of transfers han- 
died by individual representatives.) 


Section 6(c) provides, in pertinent part, that the 
Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security or transaction or any class or classes of 
persons, securities or transactions from any provi- 
sions of the Act or of any rule or regulation under 
the Act, if and to the extent such exemption is 
necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provi- 
sions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than June 18, 1979, at 5:30 
p.m., submit to the Commission in writing, a re- 
quest for a hearing on the application accom- 
panied by a statement as to the nature of his inter- 
est, the reasons for such request and the issues, if 
any, or fact or law proposed to be controverted, or 
he may request that he be notified if the Commis- 
sion shall order a hearing thereon. Any such com- 
munication should be addressed: Secretary, Secu- 
rities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. 


Proof of such service (by affidavit, or in the case of 
an attorney-at-law by certificate) shall be filed 
contemporaneously with the request. As provided 
by Rule 0-5 of the Rules and Regulations promul- 
gated under the Act, an order disposing of the ap- 
plication herein will be issued as of course follow- 
ing said date unless the Commission thereafter 
orders a hearing upon request or upon the Com- 
mission’s own motion. Persons, who request a 
hearing or advice as to whether a hearing is or- 
dered, will receive any notices and orders issued 
in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10708/May 23, 1979 


In the Matter of 


SECOND GREYHOUND LEASING COMPANY 
c/o Greyhound Leasing & Financial Corporation 
1500 Greyhound Tower 
Phoenix, Arizona 85077 


(812-4179) 


ORDER PURSUANT TO SECTION 6(c) OF THE 
ACT GRANTING AMENDMENT OF AN ORDER 
EXEMPTING APPLICANT FROM ALL PROVI- 
SIONS OF THE ACT 


On April 25, 1979, a notice was issued (Invest- 
ment Company Act Release No. 10673) of the fil- 
ing of an application by Second Greyhound Leas- 
ing Company (‘Applicant’), pursuant to Section 
6(c) of the Investment Company Act of 1940 
(‘Act’), for amendment of an order issued by the 
Commission on November 28, 1977 (Investment 
Company Act Release No. 10030) (‘‘Order’’) con- 
ditionally exempting Applicant from all provisions 
of the Act and rules thereunder. Applicant requests 
an order amending the Order to effect an increase 
to 15% from 10% in the ratio of total assets or net 
income of Applicant to the consolidated total as- 
sets or consolidated net income of Applicant’s 
parent which would require Applicant to notify the 
Commission of this change in Applicant's relation- 
ship to Applicant’s parent. 


The notice gave interested persons an opportunity 
to request a hearing and stated that an order dis- 
posing of the application would be issued on the 
basis of the information stated therein unless the 
Commission ordered a hearing upon request or 
upon the Commission’s own motion. No request 
for a hearing has been filed and the Commission 
has not ordered a hearing. 


The application has been considered and it is 
found that the exemption requested is appropriate 
in the public interest and consistent with the pro- 
tection of investors and the purposes fairly in- 
tended by the policy and provisions of the Act. Ac- 
cordingly, IT |S ORDERED, pursuant to Section 
6(c) of the Act, that the application for amendment 
of the conditional order exempting Second 
Greyhound Leasing Company from all provisions 





of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 676/May 23, 1979 


SEE 


SECURITIES ACT OF 1933 
Release No. 6069/May 23, 1979 





LITIGATION 





Litigation Release No. 8761/May 21, 1979 


SECURITIES AND EXCHANGE COMMISSION V. 
WILLIAM A. RICHARDSON, et al. (United States 
Court for the District of Columbia) Civil Action 
No.78-2345 


The Securities and Exchange Commission an- 
nounced today that on May 18, 1979, the Honora- 
ble Harold H. Greene, United States District Court 
Judge for the District of Columbia issued a Final 
Judgment of Permanent Injunction against de- 
fendant William A. Richardson of Toronto, 
Canada, permanently enjoining him from violating 
the registration and anti-fraud provisions of the 
Securities Act of 1933 and the antifraud provisions 

f the Securities Exchange Act of 1934. The Court 

Iso ordered Richardson to notify the Commission 


within 10 days of any offer, exchange or sale of 
any security on other than a national securities ex- 
change, to allow the Commission and Hemerdon 
Mining and Smeiting Limited access to transfer to 
the Public Trustee for Ontario, an officer of the 
Ontario government, all his powers with respect to 
any of his investments if an existing trust termi- 
nates and a satisfactory substitute trust is not es- 
tablished. 


In its complaint the Commission alleged that 
Richardson unlawfully offered and sold various un- 
registered securities, including securities of 
Hemerdon Mining and Smelting Limited, a corpo- 
ration incorporated by Richardson in 1974 in Ber- 
muda, and so-called grub-state securities, issued 
by Richardson, to residents of the United States 
and Canada. It was further alleged that over 1500 
U.S. and Canadian investors purchased over 
$3,000,000 worth of such unregistered securities 
from Richardson. A portion of the funds so raised 
were allegedly used by Richardson to purchase 
mining leases that he later turned over to Hemer- 
dom in exchange for 5,000,000 shares of Hemer- 
don common stock. 


The Commission also alleged that in the course of 
the offer and sale of such securities Richardson 
made misrepresentations including representa- 
tions concerning his use of investor's funds and 
failed to disclose material events, including that he 
was not a prospector obtaining funds from inves- 
tors to finance a prospecting expedition. 


The beneficial owernship of the various securities 
issued and sold are at this time uncertain, but a 
legal proceeding has commenced in Toronto that 
may determine the proper entitlement to those se- 
curities. 


Richardson consented to the Court’s order without 
admitting or denying the substantive allegations in 
the Commission’s complaint. Earlier, Hemerdon, 
without admitting or denying the Commission's al- 
legations, consented to a final judgment of perma- 
nent injunction enjoining it from violations of the 
above-enumerated provisions of the federal secu- 
rities laws. 


For further information, see Litigation Release No. 
8634. 
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Litigation Release No. 8762/May 21, 1979 


S.E.C. v. Gilbert W. Coffer, et al 
CA 4-78-36 (N/D Texas) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, announced that on April 5, 1979, the 
Honorable Eldon Mahon, Judge of the United 
States District Court for the Northern District of 
Texas, Fort Worth Division, entered final judg- 
ments against Gilbert W. Coffer of Azle, Texas; 
William J. Hughes of Pantego, Texas; and John 
Ledford of Hurst, Texas, finding that each defend- 
ant had violated the anti-fraud provisions of the 
federal securities laws by trading in call options for 
Tandy Corporation (Tandy) common stock based 
on material non-public information. Judge Mahon 
further ordered that Coffer, Hughes, and Ledford 
disgorge a total of $1,785.00 in profits which they 
made through their use of inside information. 


Also on April 5, 1979, Judge Mahon found that two 
other defendants, Gary Lomax of Euless, Texas, 
and Clifford Crow of Arlington, Texas, had not 
violated the anti-fraud provisions of the securities 
laws in connection with trades which they made in 
Tandy call options. As to all five defendants, per- 
manent injunctions were denied. 


For further information, see Litigation Releases 
No. 8282 and 8658. 


Litigation Release No. 8763/May 21, 1979 


Securities and Exchange Commission v. Soros 
Fund Management, Inc. and George Soros 
(United States District Court for the Southern Dis- 
trict of New York, Civil Action No. 79-2641). 


The Securities and Exchange Commission an- 
nounced today the filing of a complaint in the 
United States District Court for the Southern Dis- 
trict of New York seeking injunctive and other 
equitable relief against Soros Fund Management, 
Inc. (“SFM”) and its president George Soros 
(“George Soros”), alleging violations of the anti- 
fraud and anti-manipulative provisions of the fed- 
eral securities laws. SFM is an investment adviser 
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whose principal business is managing securities 
investments for foreign investment companies. 
The Commission alleged in its complaint that 
George Soros and SFM manipulated the market 
price of Computer Sciences Corporation (‘““CSC’’) 
common stock by engaging in a scheme to sell 
CSC common stock shortly before a public offering 
of such stock which caused the offering price to 
decline, and during such offering, purchasing ap- 
proximately 165,000 shares of CSC common stock 
at an artificially low price. The Commission 
charged that SFM and George Soros thereafter 
purchased additional shares of CSC common 
stock for the purpose of acquiring additional stock 
at artificially low prices and causing the market 
price of CSC common stock to increase. 


On June 17, 1977, a non-profit corporation which 
owned approximately 3,000,000 shares of CSC 
common stock announced an agreement with CSC 
to sell approximately 1,500,000 shares to CSC 
and the remaining 1,500,000 shares to the public. 
Subsequently the public offering was scheduled 
for October 12, 1977. 


The Commission alleged that during early Sep- 
tember 1977, SFM purchased 54,000 shares of 
CSC stock in the open market, and later in Sep- 
tember, tentatively reserved the right to purchase 
approximately 150,000 shares of CSC in the public 
offering. The Commission also charged on Oc- 
tober 11, 1977, the day before the public offering, 
Soros instructed SFM’s broker to sell all of its CSC 
stock and that at various times during the trading 
day, George Soros encouraged the broker to sell 
faster and more aggressively. The broker sold 
22,400 shares of CSC stock which represented 
approximately 70% of CSC shares traded that day. 
As a result of SFM’s sales, the market price of 
CSC closed at $8.375 per share which was $.50 
less than the closing price on the previous day. 


The public offering of CSC stock on October 12, 
1977 was priced at $8.375 per share, and SFM 
purchased 165,000 shares in that offering for its 
clients. The Commission further alleged that 
George Soros also attempted to purchase 30,000 
shares of CSC stock in the open market on Oc- 
tober 12, 1977 but was only able to purchase 
22,200 shares. 
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